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DELTAS JETLINERS 


ARE ON THEIR WAY! 


Fleet of DC-8’s to be 


Convair 880’s in 1960 


The arrival of the Jet Age marks Delta’s 30th anniversary of passenger service. With a new 
fleet of true jets (not turbo-props), Delta will bring the benefits of 10-mile-a-minute jetliner 
service to major cities on its far-flung network of domestic and international routes. Douglas 
DC-8’s will lead the new equipment parade and Convair 880’s follow in early 1960. But no 
matter how fast you fly on Delta, one thing remains unhurried—the friendly courtesy and 
traditional hospitality that have made Delta the choice of more than 23 million passengers. 


THE JETS ARE COMING... but, meanwhile, for unexcelled luxury today, ask for 


TT) Oo CH 
DELTA Keyal Service flight 


featuring complimentary Champagne with choice of entrée 


serving NEW YORK ¢ WASHINGTON « ATLANTA 
HOUSTON ¢« CHICAGO « MIAMI « NEW ORLEANS « DALLAS | ae ae ee 
PHILADELPHIA e BALTIMORE ¢ MEMPHIS ¢ DETROIT 
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Where should 


your money be 
in today's market 7 


Stocks, bonds, cash—or a well- 
balanced mixture of all three? 


And just which stocks? Or just 
which bonds? And what do you mean 
by “well-balanced” ? 


There’s no one answer to questions 
like those which would fit every in- 
vestor’s situation. The right answer 
for one investor might be wholly 
wrong for the next. 


Certainly some people with a sizable 
amount of capital invested in growth 
stocks that yield only 2% or so might 
well consider tax-exempt returns of 
314% from municipal bonds. . . 


On the other hand, some people 
with most of their money tied up in 
fixed income issues would do well to 
consider common stocks as a long- 
term hedge against inflation. 


Even though stock prices stand at 
historic highs . . . 


Even though bond yields have 
rarely been more attractive. 


The right investment answer for 
you depends wholly on your own 
financial situation and your own in- 
vestment objectives. 

If you'll give us those facts though, 
bring along a list of your present hold- 
ings — together with the prices you 
paid — any one of our Account Exec- 
utives will be happy to see that you 
get the most thoughtful answer we 
can give you to “Where should your 
money be in today’s market”? 

There’s no charge, no obligation. 
Just ask to speak with any Account 
Executive at — 


Merrill Lynch, 
Pierce, Fenner & Smith 


N »RPORATE 


Members New York Stock Exchange 


and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 





249 








. a 
© oD 

= 

, 


“a: 


Like the Face of a Mighty Dam... 
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Where dams go, things 
grow. Floods cease, irriga- 
tion begins. Farms spring 
up... towns develop...and 
factories hum with new- 
found, low-cost power. 


is ‘Ox FIRST CENTURY 
‘fi worn RN IN FREEDOM 
Joveeee? NG FOR PROGRESS 








there’s more to Cities Service 


than meets the eye! 


Factories hum... jobs are created ... com- 
merce thrives, thanks to abundant, low-cost 
power. Viewing the face of a dam, however, 
these facts are often forgotten... obscured by 
the mighty spectacle of the dam itself. 

Also forgotten... if known at all... are the 
facts of oil company enterprise, making it pos- 
sible to drive confidently into a service station 
with an order to “fill ’er up.’”” Who thinks then 
of far-off drilling crews, thousands of miles of 
pipelines, giant refineries, a fleet of supertank- 
ers, or modern research laboratories ? 

Yet the job could not be done without all these 
things. To do its share in serving the nation, 
Cities Service has invested a billion dollars in 
modern facilities...and to be ready for the even 
bigger job of tomorrow, it is constantly expand- 
ing. In two years, Cities Service has spent over 
$350 million on its progressive program. 

Only in this way can America be given what 
it must have for progress—more jobs, more and 
better petroleum products. 
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The Trend of Events 


THE NEW DEAL AND LORD KEYNES... The only real 
difference between the Democrats and Republicans 
today is that the former are devotees of the Keynes 
Theory of “spending ourselves into prosperity”, and 
the latter, in the main, are the advocates of a sound 
money policy. And — where they are not — the 
reason is politics. 

And, while the Keynes philosophy had its use as a 
hypodermic to stimulate the economy — as Presi- 
dent Roosevelt adapted it after the severe depres- 
sion bottomed out in 1932 — that is all it should 
be used for. 

That this is a logical conclusion is clearly shown 
by the circumstances of our economy and our finan- 
ces today, which point to the failure of the Keynes 
Theory as a fundamental basis for the conduct of 
economic and financial affairs. For, in actual prac- 
tice, the Keynesian concepts create a dual economy 
largely dependent on the government for high level 
business activity (with all that it implies in waste). 
This inexorably leads toward centralized control by 
government, making it responsible for full employ- 
ment — with deficit spending a virtue. 

This is proven in the light 


causing us to lose our favorable balance of trade, 
which necessitates an out-flow of our gold. This has 
shaken the prestige of the United States and con- 
fidence in our dollar. 

This handwriting on the wall calls attention to 
the inherent dangers in the Keynes Theory. It ex- 
plains why President Eisenhower is urging greater 
dependence on free enterprise — cuts and elimina- 
tion of wasteful subsidies and earnest efforis 
toward an essential pay-as-you-go policy. 

We refer you to the feature in this issue, “Is Gold 
Crisis for the United States Now Inevitable?’’, by 
Michael Stephen, an outstanding expert, which sub- 
scribers will find of great interest and practical value 
\— to be followed in the next issue with another 
feature by Mr. Stephen, going thoroughly into our 
fiscal policy — government bonds — and the various 
elements that need to be considered today in order 
that we may work out a sound solution for our 
problems. 

A critique of the Keynes 
interesting and penetrating new book, “The Failure 
of the ‘New Economics’,”’ by Henry Hazlitt, an 

eminent economist, who, in a 


Plan is found in a most 





of (1) the size of our govern- 
ment debt — (2) the astrono- 
mical sums appropriated by 
Congress regardless of deficit 
spending — (3) the value of 
the dollar, pushed lower every 
day by the wage-price spiral, 
that is offering foreign com- 
petition a field day in our 
home markets, and cutting 
deeply into our exports 


tomorrow’s 
regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business 
abreast of the forces that may shape 
markets, 


concise and clear manner, ex- 
plodes the Keynesian theories 
point by point in a most prac- 
tical fashion. We recommend 
it to our readers, particularly 
the chapter dealing with 
Creeping Inflation and Gallop- 
ing Wages, as of timely in- 
terest in the light of the steel 
strike now under negotiation. 

This book makes its appear- 


To keep 


men. 


don’t miss this 
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ance at a propitious time, as business is moving up 
and unemployment has been cut, without the govern- 
ment having indulged in the various panaceas ad- 
vocated by the New Dealers. 


EDITORIAL FROM A VIRGINIA FARMER... In the light 
of the above, we believe it well worth while to re- 
print this signed letter from one of our subscribers: 


“The Magazine of Wall Street 
“Gentlemen: 


“Your article, ‘The Real Threat of Nationalization 
for Electric Power’, by McLellan Smith, was so in- 
formative and current that I would like to order 10 
copies of your March i4, 1959 issue. 

“Last vear our County Farm Bureau Federation 
showed the film ‘Waste Not Want Not’ at a mem- 
bership meeting. This film, made for the Citizens 
Committee for the Hoover Report, clearly pictures 
the waste, duplication and the growing power of the 
Federal government and the dangers therein. 

“Our county is in the T.V.A. watershed, but not 
in its power service area yet. Appalachian Electric 
Power Co. furnishes us with an abundance of elec- 
tricity, and having completed a new station in an 
adjoining county at a cost of $55 million last year, 
we can look forward to ample power for our needs 
in vears to come. 

“Contrast this with T.V.A. In Tennessee there 
is a shortage of power and they are asking Congress 
for a bill to sell bonds to finance an expansion of 
productive facilities, and many Congressmen yelling 
to enlarge T.V.A.’s service area. This at a time when 
they cannot supply the customers they have. 


Yours truly, 
J.B. W...., Virginia” 


This letter points up the contrast between self- 
sustaining, tax-paying, private industry, and the 
inadequacy of Government operated entities ... and 
is particularly timely in the light of T.V.A.’s request 
for permission to carry on substantial future financ- 
ing to supplement the vast sums already spent, 
thereby duplicating the abundant facilities already 
supplied, as this letter portrays 


NEW VIGOR FOR THE FRANC... In a short space of 
time, De Gaulle has reached many of his goals and 
may even be on the way now to settling the Algerian 
problem. 

His latest move to free the franc from major 
restrictions is another step toward strengthening 
French currency. It has produced the heaviest influx 
of gold into francs since the gold devaluation .. . 
and now, with the nation’s trade balance emerging 
from the red last month, the French economy is 
moving ahead in a manner that has not been wit- 
nessed since Raymond Poincare was Premier, after 
World War I. 

Incredible as it may seem, Paris is now said to be 
occupying fourth place in world financial markets. 
This is another indication of what can be accomplish- 
ed through confidence engendered by a sound, con- 
structive policy, under free enterprise. 


THE SHIFT FROM BONDS TO STOCKS ... It was the 
pressure of funds seeking investment in equities 
which gave impetus last week to a recovery move- 
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ment that carried the Industrial Average to another 
all-time high. However, this demand was, in a large 
measure, based on the continued flight of capital 
from fixed interest obligations to equities as a hedge 
against a possible further decline in bond quotations, 
and because renewed tightening of interest rates at 
the week-end appeared to foreshadow an impending 
rise in the rediscount rate and additional liquidation 
in government and corporate issues. 

In fact the extent of the preference for stocks 
instead of bonds was forcefully illustrated in the 
Treasury’s recent financing. On the offering of at- 
tractively priced one-year securities as replacement 
for a maturing $1.8 billion issue, holders of 31 per 
cent declined to accept the new obligations. Accor- 
dingly, the Treasury was compelled to meet the 
maturity with cash. This outcome naturally tends 
to enlarge the amount of funds seeking employment 
in other than Treasury issues. The nation’s money 
supply already has expanded sharply in recent 
months, as shown by the April figures which dis- 
closed an addition of $700 million to bank deposits 
and currency. 


TIGHTER MONEY RATES AHEAD ... As a result of the 
action taken by major lending institutions in raising 
the prime rate last week to 414 per cent from 4 per 
cent, it seems likely that interest rates may push 
higher elsewhere and set the stage for another up- 
ward revision in rediscount rates in the Federal 
Reserve system. Although this development testifies 
to urgent need for funds that typifies industrial 
prosperity, it suggests possible disturbances in the 
months ahead for borrowers unable to obtain capital. 
Thus, tighter money rates may have a restraining 
effect on construction which had held out promise 
ot a possible record volume for 1959. 

The stock market too will feel the possible re- 
strictive influence of higher interest rates, on top 
of the potential handicap that will arise when the 
new rules adopted by the Federal Reserve Board 
governing trading become effective at mid-June. The 
long awaited tightening of regulations governing 
“substitutions” in restricted margin accounts was 
not quite so strict as some had feared — and relief 
over the announcement of the proposed adjustment 
appeared to have sparked demand for stocks last 
week. Nevertheless, enforcement of strict super- 
vision over bank loans used in the securities mar- 
kets, may have a retarding effect on speculation in 
convertible bonds as well as in high priced equities. 


STOCK GAMBLING ABROAD TOO... Responsible quar- 
ters in Europe are showing the same concern in 
regard to stock speculation as we are in this country. 

And it is even taking place in Switzerland of all 
places, where, as one Swiss banker expressed it, 
“people have just gone crazy.”’ Responsible leaders 
in the various countries — in Holland, in Italy, in 
London — have expressed great concern regarding 
the wild scramble to buy any kind of stock no matter 
how speculative. 

Many stocks are already too high, and rocketing 
without either economic or political reasons, and 
others are being bought merely on the strength of 
rumors which few take the trouble to check. The tips 
are flying fast and furious and the public is buying 
regardless of merit or value. 

For example, on an (Please turn to page 308) 
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As J See Jt! 


by Charles Benedict 


MR. HERTER AT GENEVA 


OE of the most interesting things that has 
emerged from the Foreign Ministers’ Confer- 
ence is Mr. Herter’s deft handling of the Russian 
attempts to delay procedure by holding out on in- 
consequential issues — and his evident reliance on 
the press to call attention to the trivia of their 
demands. 


to have a Secretary of State who is en rapport with 
the European peoples and speaks their language. 
Moreover, as one of Ex-President Hoover’s team, 
when he was food administrator in Europe after 
World War I, he has had plenty of experience with 
the rough and tumble of European politics and 
bargaining. Maybe that is 
why he made such a fine 





3y these means he -- 
SS 
seriousness in dealing | ; 
with the matters upon 
which world peace depends 
—and made the Soviet Un- 
ion look ridiculous in the 
eyes of the great masses 
of people everywhere. 
The result was to rele- 
gate to the back pages Mr. 
Gromyko’s “nyet” in re- 
sponse to the program on 
Berlin submitted by the 
West, and to shrug off his 
demands that the Soviet 
plan he brought to the con- 
ference should receive un- 
qualified acceptance. 
Thus, the whole atmos- 
phere at Geneva was 
changed, and the peals of 
laughter from the West 
deflated the expected blast 
from Moscow in which Mr. 





ja vanes 


showed up Russia’s lack of |#7"-- == A. 


~ 


Ree | 
<a “ senator and an excellent 


iti: ee Governor for the State of 


Massachussetts. 

And if this beginning 
is an indication of what 
is ahead, the British press 
will have to swallow their 
words about the “sick 
men” that run the United 
States. 

With the new plan sub- 
mitted by Secretary Her- 
ter, the West seems to be 
off to a good start, with 
the evident atempt to 
make this a step to the 
Summit Conference, that 
will not only solve the 
Berlin situation, but may 
open the door to achieving 
a permanent settlement in 
Europe. This is the most 
sweeping and ambitious 
plan yet sponsored by the 








Khrushchev threatened a nae West, and seems also to 
the destruction of the Bridge of hope have general acceptance 





not only by the Big Three, 





West and the rest of the 
world unless his terms 
were met. It was interesting to note too that his 
remarks, like Mr. Gromyko’s, were relegated to small 
space on the inside pages of the newspapers, quite 
a difference from the front page displays that have 
greeted his slightest explosion heretofore. 

sy the time that Mr. Khrushchev, et al, get used 
to the tactics of Mr. Herter, much may be accom- 
plished. In fact, it may prove to be a great advantage 
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but West Germany too. It 
apparently contained much of interest for the 
Soviet Union, to have Andrei Gromyko agree to 
study the proposals instead of flatly rejecting them 
out of hand, as he is always expected to do. 
And by some miracle, the end of the cold war 
from which the whole world has been suffering may 
be in sight. 
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More Market Excess Building Up 


Contending market forces remain in fairly close balance, preventing more than moderate 
swings in the averages at this time. Probably there will be more excess in speculation 
and stock valuations before there is much less. Important general vulnerability is not yet 
indicated. Results will continue to hinge mainly on investment selectivity. 


By A. T. MILLER 


Hows the market? This familiar question 

can elicit no general reply today. The answer of a 
holder of rising stocks is “Wonderful.” A man with 
losses on recent purchases shakes his head dolefully. 
If one’s stocks are doing little either way, as many 
are, the reply is “‘so-so” or maybe “‘disappointing.” 
Every few weeks — at times from day to day —- 
the newspaper headlines and radio comment hail 
‘new all time highs in stock prices.” That is true of 
the Dow industrial average, of similar measures and 
of most composite price indexes. It is not true of the 
utility or rail lists, which make up a sizable section 
of the market, or of varous industrial stock groups. 


The previous irregular, somewhat sluggish 1959 
uptrend of the widely watched senior Dow average 
has been maintained up to this time. The pattern is 
a few weeks of advance, followed by a few weeks or 
days of pause or reaction, then another spurt which 
runs out of steam in no great time. Anything more 
dynamic could hardly be called for at this stage, in 
view of the large prior rise; and the extent to which 
the future has been discounted. 


The Recent Performance 
From an April 27 high of 629.87, the average 


dipped about 14 points to May 7, then 
rose last week to a new high a shade 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG-OF-WAR 


_| | | | | DEMAND FOR STOCKS 
As Indicated by Transactions 
at Rising Prices 
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CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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above 637. Evidence of resistance de- 
veloped late in the week, continuing to 
our press closing time. To bring the 
record up to date, the net gain from the 
start of the year to the latest high is 
about 9%, comparing with 33% in nine 
months of 1958 spring-summer-autumn 
rise. Rails, which “went to town” in 
1958, have gone nowhere since mid- 
January. The mid-March high for utili- 
ties still stands. 

When the visible facts of business 
activity and earnings look good — or 
bad — it can be worth while to check 
your hopes or fears against what the 
technical indicators show. Right off the 
bat, it can be noted that they show a 
market which, on an over-all view. is 
neither sick nor in blooming health and 
vigor. That implies a market which may 


300 well continue to need time out for rest 
290 at fairly frequent intervals. 

As charted on this page, the spread 

280 between demand for stocks and supply 

of stocks widened somewhat last week. 

270 This indicator has yet to flash a red 


light, but the demand line especially 
leaves a good deal to be desired. The 
volume indications are not impressive. 
The industrial list’s new highs last Wed- 
nesday and Thursday were scored with 
trading activity lower than it was in 
prior periods of market strength. 

Only slightly more stocks gained 
ground last week than retreated, mak- 
ing it the fourth week of close balance. 


260 
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The number of issues re- 
cording new highs remain- 


TREND INDICATORS 
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ed relatively low. Among 
recent poor-acting stock 
groups, there were rallies 470 
of presently doubtful sig- on 
nificance in steels, food pa. 
stores and gold mining. A 
special factor of strength 
for some time, the chemic- 


als reacted easily in the 420 
final session last week, and oor titi tinh 
may need consolidation. For woof ff Dore hat 
the present, some of the f } 
hot-rod _ electronic-space- 
age stocks are off 10% to 
20% from recent highs. 

The push that took the - 
Dow to new highs May 13- 16s pratt 
14 was supplied mainly by wat 


the two chemicals in the < yoo 
average, both making new , 
all-time peaks; also by the 
two auto stocks, at new ak: 
tops for this cycle but un- 
der their 1955 highs; and i 
by what has so far been a 
two-day rally in the three _ 
steels. Some fresh upside 
leadership seems needed. 
There is no need to dwell Wn CHT 
at length on business deve- gt UM ta 
lopments, which are on the JANUARY 
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favorable side. That is so 
of industrial production re- 
ports, employment, railroad 
traffic, manufacturers’ sales 
and new orders, construction volume, personal in- 
come, automobile sales and retail demand generally. 
Some third-quarter letdown. with or without a steel 
strike, seems likely but will surprise nobody. 

It may be that the fastest and biggest part of the 
business expansion cycle — amounting to more than 
a full recovery to the pre-recession levels in about a 
vear — has been seen; but there is nothing in sight 
to challenge the general view that business should 
trend generally upward at least well into 1960. 


Present indications suggest a 30° to 40% 1959 
gain in total corporate profits from the 1958 recession 
level. That could mean from $37 to $39 per share on 
the Dow industrial average, against 1957 peak of 
$36.08. It could mean dividends, based on past pay- 
out ratios, of roughly $23 to $24 a share, against 
a peak $22.99 in 1956. 

On these projections, the average’s current price- 
earnings ratio is around 16 to 17, avainst 14.4 and 
15.6, respectively, at the 1957 and 1956 market highs: 
the yield basis 3.6% to 3.8%, against 4.2% and 
4.4%, respectively, at the 1957 and 1956 highs, both 
approximating a 520 level for the average. Probablv 
the greater part of this cvcle’s gain in earnings will 
have been seen by mid-1959, considering the taking 
up of slack capacity and probable later cost trends. 

Considerably higher market valuations than in 
the past are rationalized by basic growth of long- 
pull demand for equities, limitations on the supply 
side, reduced appeal of bonds, etc. Emphasis on in- 
flation alone is an important element in the ration- 
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inflation.” 
It was different in 1929 because of the “New Era 
of lasting prosperity.” 


alization. “It’s different now because of 


Is It Inevitable? 


There has been talk of “inevitable inflation.”” Why 
need it be inevitable here when orthodox fiscal poli- 
cies are working so well for Britain, France, Ger- 
many and Japan, among others? Does it stand to 
reason that our Government can tolerate continuing 
weakening of the dollar in this world, while even the 
French franc gains? We think not. 


Meanwhile, the consumer price index has been 
stable for many months. Moderate increases in more 
sensitive prices remain about normal for a recovery 
period. The same is true of expansion of the money 
supply caused mainly by private borrowing, with 
bank holdings of Treasury debt lower than a year 
ago. Congress is not running hog-wild on spending. 
A budget balance for the 1959-1960 fiscal year is 
becoming increasingly possible. If the steel wage 
settlement proves reasonable, some subsiding of the 
stock market’s inflation fever would seem in order. 

The case for holding sound stocks that were bought 
at opportune levels remains stronger than that for 
new buying. In view of the cumulative buildup of 
excess, and buying should be with deliberation and 
care, without exhausting cash reserves. 

Monday, May 18. 
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IS GOLD CRISIS 
FOR THE UNITED STATES 
NOW INEVITABLE? 


By Michael Stephen 


> Current position . . 


. and ominous future outlook 


> The weakening in our international balance of payments position 
» Why $3.3 Billion foreign aid program further intensifies danger to our gold- 


dollar position—and the solution 


® How dislocation of established trade relations are being threatened 
> Common sense remedies available for solution of mutual aid problems that 
will best serve United States and rest of world 
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U. S. Gold Losses 


HE drain of gold out of the United States is 

once again making the front pages. The cause 
of the renewed concern is the $186 million decline 
in the U. S. gold stock in the three weeks since 
April 14, the largest drop since last September and 
more than twice the decrease in the entire first 
quarter of 1959. 

The New York Times put the story on page 1. 
But it remained for the British press, eager to find 
any justification for devaluing the dollar and rais- 
ing the price of gold, to make the most colorful 
comments on the gold outflow. The Conservative 
Daily Mail headlined its article, “United States Dig- 
ging Into Gold—Eisenhower May Act to Avert Dol- 
lar Crisis.”” Labor’s Daily Herald called the gold 
loss an “American Gold Shock.” 

The prospect of a renewed acceleration of the 
gold drain is nothing that any American can be 
complacent about. The drop so far this year, $279 
million, is far below the $785 million reduction in 
the first four months of 1958 but as will be pointed 
out below, there are strong reasons for concern 
that any gold at all should be moving out this time. 
Nevertheless, it should be ridiculous to accept at 
face value these British manifestations of what the 
Germans call “schadenfreude,” joy at another’s mis- 
fortunes. 

The fact is that no gold crisis faces the United 
States now. The U. S. gold stock is still $20.2 bil- 
lion, larger than the combined total of all other 
official gold reserves in the Free World. (Soviet 
bloc gold reserves are closely guarded secrets but 
no responsible observer would put them anywhere 
near the U. S. total.) 
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Furthermore, of the $20.2 billion U. S. gold stock, 
no more than $11.7 billion is required to satisfy the 
25% legal reserve against Federal Reserve note and 
deposit liabilities. With another $400 million ac- 
counted for by Treasury holdings, this leaves about 
$8 billion of surplus gold in the hands of the Federal 
Reserve and available to meet forign demands. The 
following table sets out the Federal Reserve’s gold 
position as of the latest available date. 


TABLE | — LEGAL RESERVE POSITION 
Twelve Federal Reserve Banks Combined, as of May 6, 1959 


Total Gold Certificate Reserves .............ccccccce ccseessseees ; $19,662,744,000 
Federal Reserve Notes .................. $27,916,378,000 
Fed. Reserve Deposit Liabilities ...... 19,835,142,000 





Note & Dep. Liabilities Combined $46,351,520,000 
25% Gold Reserve Requirement ...............ccccccccceeeee 11,712,880,000 
Surplus Gold Reserves ............ $ 7,949,864,000 
The Longer Perspective 


It is worth taking a long look back to get the gold 
stock perspective. Though down from its alltime 
peak of $24.7 billion in September 1949, our gold 
stock of $20.2 bilion is still rather high when com- 
pared to levels prevailing in most of the forty-five 
years since the Federal Reserve System was es- 
tablished. 

The chart shows that although the gold stock is 
now at the lowest levels since 1946 it is far above 
anything we had before World War II. It may be 
surprising to some alarmists that, as the chart in- 
dicates, we got along with a gold stock of no more 
than $4 billion in the 1920’s. This is all the more 
impressive when one remembers that in those days 
gold was in circulation and the U. S. gold stock not 
only had to stand up to the possible demands of 
foreign central banks and Treasuries (as it does 
today) but also the possible needs for gold of its 
own citizens. 

Moreover, the U. S. gold stock now is actually 
larger in relation to the money and credit structure 
which the gold base supports. As a proportion of 
total public and private debt the gold stock amount- 
ed to 2.7% at the close of 1958, compared to 2.5% 
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or less in the 1920’s. As a percentage of total de- 
posits and currency, the gold stock was 84% in 
1958, against 8.2% in the mid-1920’s. Clearly the 
current gold position does not justify panic. 

Mr. Per Jacobson, Chairman of the International 
Monetary Fund, gave a calm and judicious appraisal 
of the recent outflow of gold from the United States 
before the American Bankers Association monetary 
conference in London. Granting that the gold ouf- 
flow “represents a warning about the trend of costs 
and prices” in the U. S., he went on to say: “I do 
not think the United States gold outflow represents 
any real threat to the dollar. With the U.S.A. pos- 
sessing more than half the world’s gold stock it 
would be absurd to say this.” 


Future Trend More Ominous 


Nevertheless, the acceleration of the gold outflow 
raises some ominous questions. Most unsettling is 
the fact that the recent $186 million withdrawals 
took place even though money market investments 
were offering interest rates of 3 or 4% or better, 
the best rates in more than a generation. Jn other 
words, foreign desires for gold were strong enough 
to override the attraction of handsome rates of in- 
terest for leaving dollar balances here. 

This is the great difference from 1958 when the 
gold outflow was much larger, running to $2.3 bil- 
lion for the full year. The bulk of the 1958 gold loss 
left the country when interest rates on short-term 
investments were down around 1%. Thus, it was 
not surprising for the British, the main takers of 
gold in 1958, to concentrate on rebuilding gold hold- 
ings to more “normal” levels. Little interest income 
had to be sacrificed. But this year Japan as well as 
the United Kingdom are turning their backs on 
good interest rates. This is a disquieting situation. 

There is not much question but that we shall be 
in for trouble if foreign nations are so concerned 
ahout the future value of the dollar that they want 
to convert their dollars into sterile gold no matter 
how high a rate of interest we offer on short-term 
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assets into metal. While this 
Table II—U. S. Balance Of Payments might protect our gold holdings, 
(In billions of dollars) it would destroy the standing of 
the dollar in the currency mar- 
First Quarter Full Year kets of the world. One can only 
1957 1958 1959 1957 1958 1959est. imagine the panicky liquidation 
Merchandise exports ...............- $51 $40 $38 $193 $162 $165 that would ensue all over the 
Merchandise imports .................. —33 —31 —35 —133 —12.9 —13.4 world once it became known that 
the U. S. Treasury would no 
Excess of exports .............000 +-1.8 +09 +-0.3 +6.0 +3.3 +3.1 longer redeem dollars in gold. 
Net balance on services ............. +0.5 +0.5 +0.6 +-2.4 +1.8 +19 If we want to continue as the 
OS, Govt. Churements leader of the Free World, we 
Military Outlays .................... —0.8 —0.8 —08 —3.1 —3.2 —3.0 shall have to find a better way to 
Economic aid grants .............. —0.4 —0.4 —0.5 —1.8 —1.8 —1.8 protect the gold stock. 
Loans and credits ................... —0.3 —0.2 —0.1 —1.0 —1.0 —1.0 
Net private capital flow ............ 0.0 —0.6 —0.2 —2.0 —2.2 —2.5 Foreigners Still Accumulating 
Total U.S. Balances ................ +04 -—06 —07 +05 =—3.1 G9 Dollars 
Foreign dollar balances ............. ~- +-0.2 +-0.6 +03 +08 } 
Foreign gold purchases .............. —o4 +04 +01 -—os +23 {733 Fortunately, the United States 
is not faced with a run on the 








dollar investments. Foreign nations are earning dol- 
lars at a record rate this year, not to mention their 
record accumulation of dollar assets. 


A Run on the Dollar? 


The biggest danger and one often referred to by 
alarmists is that of a run on the dollar, massive con- 
versions of short-term dollar balances into gold. 
The $8 billion of surplus gold reserves we have 
provides a considerable buffer against this danger. 
But it must be conceded that the total of foreign 
short-term dollar assets far exceeds what we have, 
to meet possible claims. 

On the best estimate available, foreign govern- 
ments and central banks hold $8.7 billion on deposit 
in U. S. banks or in short-term investments such as 
Treasury bills quickly convertible into cash. Besides 
this, private business firms and individuals abroad 
are estimated to hold $6.3 billion in short-term dol- 
lar assets. These cannot be used directly to acquire 
gold in the United States but everyone understands 
that central banks and governments could take over 
their nationals’ private dollar holdings for conver- 
sion into gold. 

It has often been said that any large scale con- 
version of these assets into gold is neither likelv nor 
practicable. The point is made that many billions 
of the total represents working balances held here 
to finance essential commercial and banking trans- 
actions. Anv large scale conversions into gold would 
be extremely upsetting to world trade and com- 
merce. 

The trouble is that if the responsible officials in 
central banks and Treasuries abroad come to feel 
that a devaluation of the dollar is inevitable they 
might scramble for gold to get it before we raise 
the price. Jf we should see further large gold with- 
drawals in the balance of 1959, despite prevailing 
high interest rates in the U. S., there will be real 
cause for concern, 

The last official statement we have had on 
what the U.S. might do if faced with a run on the 
dollar was given by then Treasury Secretary George 
M. Humphrey in July 1957. Testifying before the 
Senate Finance Committee, Mr. Humphrey suggest- 
ed as one possibility an embargo on U. S. gold sales 
if foreigners attempted to convert all their dollar 
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dollar—yet. While some central 
banks have special reasons for wanting gold—Japan 
has had an abnormally small proportion of its ex- 
ternal currency reserves in gold—most are still 
willing to accumulate dollars. Jt is not generally 
realized that foreign nations are gaining dollars in 
their transactions with the United States at the rate 
of more than $3 billion a year. The gold loss since 
January 1 amounts to $279 million. Thus, most of 
the funds foreigners are gaining are being in- 
vested in the U. S. money market, particularly in 
Treasury bills. It makes no sense to talk of a run 
on the dollar when only a small portion of current 
dollar earnings are being converted into gold. 

It cannot be denied however that our basic inter- 
national balance of payments position is weakening. 
The table compares the U. S. balance of payments 
in the first quarter of 1959 with the corresponding 
figures in the first quarters of 1957 and 1958. Most 
striking is the steady decline in our merchandise 
exports from $5.1 billion in 1957 to $4.0 billion in 
1958 and then to $3.8 billion in 1959. 

In 1958, the decline in our exports from 1957 
caused little alarm because it was understood that 
the Suez crisis and short crops abroad had pushed 
1957 exports unusually high, particularly American 
oil and agricultural commodities. But most people 
expected exports to rebound from the 1958 low in 
1959; their failure to do so is causing concern. 





Pricing Ourselves Out of the Market 


The shrinkage in U. S. exports has given sup- 
port to fears that price inflation and the upward 
push of wage costs here are pricing our goods out 
of the world market. Significantly, about half the 
decline in exports is accounted for by decreased 
sales of manufactured goods, in which labor costs 
make up the major portion of selling price, though 
exports of cotton, coal, and petroleum are also down. 

The picture is not entirely dark, of course. A re- 
cent news dispatch from Ireland quoted John O’Re- 
gan, president of the Irish Gas Association, as 
saying that it is cheaper for Ireland to buy coal 
from the United States than from Britain, its next 
door neighbor. The competitive power of U. S. coal 
is also underlined by the West German imposition 
of a special import tariff on coal to protect German 
coal producers. (Please turn to page 303) 
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Double-Barreled investments offered in... 


COMPANIES 
WITH VALUABLE INTERESTS 
IN OTHER CORPORATIONS 


By ROBERT B. SHAW 


ECAUSE of the publicity attached to the gov- 

ernment’s current divestment suit, every per- 
son having even slight familiarity with the invest- 
ment world must realize that each share of du Pont 
carries with it the indirect ownership of about one 
and four tenths shares of General Motors. It may 
not be quite so well known that each share of the 
hard-pressed Pennsylvania Railroad also carries a 
claim to one-fifth share of prosperous Norfolk & 
Western—this asset alone being approximately 
equivalent to Pennsylvania’s current market val- 
ue—or that each share of Bush Terminal also repre- 
sents the ownership of one quarter share of General 
Cigar. The giant retailer, Sears Roebuck, owns sub- 
stantial interests in half a dozen manufacturing en- 
terprises, and Standard Oil (N. J.) holds control- 
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ling interests in separately operated Humble, Creole 
and Imperial Oil companies. 

Why do these and other corporations, both large 
and small, hold such large blocks of stock in outside 
companies, sometimes in completely different indus- 
tries? Such outside stockholdings are not without 
penalty, as affiliated corporations can file a consoli- 
dated tax return only when at least 80% control of 
subsidiaries is held. This means that dividend in- 
come from one company to another, e.g., General 
Motors to du Pont, and then to the shareholders of 
the latter, is subject not merely to double but to 
triple taxation. Again, most executives are self-con- 
fident enough to believe that they can employ funds 
more profitably in their own organizations than in- 
directly as outside investors in other companies. 
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With such good reasons against diverting corporate 
funds to external investments, there must also be 
convincing reasons why this practice is far from un- 
common. 


The Various Reasons For Outside Investment 


But there is no single answer to the question; the 
reasons are diverse. Occasionally, large outside com- 
mon stock holdings may be held as a pure invest- 
ment. This is particularly apt to occur in the case 
of companies facing depletion of their major re- 
serves or product obsolescence, which must in order 
to survive, gradually shift their capital into other 
industries. Railroads frequently retain substantial 
commitments in the stock of other roads, with 
which they desire to maintain friendly relations 
contributing to a favorable exchange of traffic. Min- 
ing and oil companies typically make heavy outside 
investments, simply as a matter of diversification. 
This process hes continued far enough so that cer- 
tain mining companies, such as American Metal 
Climax and Newmont, have become specialized in- 
vestment trusts as much as operating enterprises. 
Some large corporations hold concentrated outside 
investments as a means of retaining some influence 
over their sources of supply. 

A large outside investment may also be moving in 
either direction, i.e., expanding or contracting. The 
holding company may be accumulated stock with 
the objective of winning full control and turning 
the relationship into that of parent-subsidiary, as 
Merritt-Chapman & Scott did with Devoe & Ray- 
nolds and Penn-Texas finally accomplished with 
Fairbanks Morse. On the other hand, the holding 
company may be a former parent which is in the 
gradual process of spinning off its affiliates into 
public ownership, just as Commonwealth Edison 
did a few years back with Northern Illinois Gas. 

One strange factor in outside corporate stock- 
holdings is that they frequently run to opposites. 
It is understandable that railroads should invest 
in other railroads, oil companies in oil companies, 
steel companies in coal mines and steamship lines, 
and why Continental Can bought into Hazel Atlas 
Glass, and so on. And it is also understandable why 
Chesapeake & Ohio Railway should take a heavy 
position in Slick Airways, for a stake in air cargo; 
and Kennecott Copper becomes a large minority 
holder in Kaiser Aluminum, possibly representing 
an entry into the aluminum field. 

Whatever the reasons, these outside holdings add 
diversification and occasionally give an opportunity 
to buy into another company indirectly on a more 
favorable basis than by the normal process. Where 
they are substantial they also add to the problem 
of analysis. It should be worthwhile to examine 
briefly a few of the principal companies with out- 
side stockholdings, both because of their own in- 
terest and as examples of an apparently growing 
practice. 

Allied Chemical’s substantial although far from 
controlling interests in four other leading corpora- 
tions (plus holdings of one preferred) amount to a 
current aggregate market value of $77,000,000, or 
$7.70 per Allied share. This is still, however, a 
pretty small tail attached to the big Allied dog, as 
the outside dividend earnings are only 24¢ a share 
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as contrasted with Allied’s overall net of $3.41 testi- 
fies. It may be surmised that Allied holds these 
stocks purely as an investment. Until very recently, 
the action of American Viscose has been disappoint- 
ing, but the others have all turned in a very favor- 
able performance. In its own right Allied is an in- 
teresting holding, and probably a little less fully 
priced in the current market than most stocks of 
similar quality. 

Like most railroads, Canadian Pacific has repre- 
sentation in many other carriers, and it also con- 
trols extensive steamship, telegraph, air line and 
hotel operations in the northern Dominion. Its most 
interesting outside investment is, however, its hold- 
ing of 8,412,000 shares, a 51% interest, in Consoli- 
dated Mining & Smelting. This represents approxi- 
mately six-tenths of a share of Consolidated for 
each CP share, or a current market value of about 
$13 included in every CP share for this outside 
holding. Consolidated, which has a large array of 
subsidiaries and affiliates of its own, is one of the 
world’s largest producers of lead, zinc, silver and 
chemical fertilizers. The market for most of these 
products has been depressed for several years ,and 
Consolidated, contrary to the stock trend in general, 
has drifted steadily down hill since 1955, showing 
only a narrow recovery this year. Accordingly, it 
has made no recent contribution to the value of CP 
stock. A natural resource enterprise like this, never- 
theless, provides the best protection against infla- 
tion, and it may be taken for granted that these 
metals will eventually enjoy a revived demand. Con- 
solidated, listed on the American Stock Exchange, 
can readily be purchased directly, but acquisition 
through the medium of Canadian Pacific looks like 
slightly better value. 

Neither Eastern Gas & Fuel Associates nor its 58% 
owned Virginian Ry., although both are listed on the 
Big Board, have been among the more popular 
stocks. Virginian Railway has recently entered the 
news, however, by virtue of its pending merger 
with Norfolk & Western. A smaller road than Nor- 
folk but equally prosperous, Virginian extends from 
the West Virginia coalfields to tidewater at Hamp- 
ton Roads. Aside from a dip last year, when fixed 
charges were still covered five times over, Virginian 
has shown steadily expanding gross revenue and 
net income throughout recent years. The forthcom- 
ing merger, on the basis of .55 share of Norfolk 
for each share of Virginian, will leave Eastern 
Gas & Fuel with 964,517 shares, or 13% control, of 
the consolidated road. This will mean about three- 
tenths of a share of the (new) railroad backing 
each Eastern Gas share, now selling at around 30. 
Eastern also sells coke and coal and, through the 
wholly owned Boston Consolidated Gas Company, 
distributes gas in the Boston area. A 37% interest 
is held in the Algonquin Gas Transmission Com- 
pany which, by its connection with Texas Eastern, 
delivers natural gas to New England. While East- 
ern did suffer a sharp drop in net income last year, 
its $1.60 dividend rate, yielding a current generous 
5.3% was still safely covered, and a modest im- 
provement in earnings would provide an exception- 
allv low price/earnings ratio in the current market. 

As Aerojet General, an 87% owned subsidiary of 
General Tire, has been one of the most spectacular 
performers in the recent market, its status as the 
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vor- of of Value Holdings incarnation as Crosley Mo- 
in- Company —— Prey sa le — $/4 3 — tors, the company was found- 
ully | 7 ee —_ —— ed in its present form only 
sof | Allied Chemical Corp. 409,262 American Viscose ............-0+ 8 $ 20,463 $ 614 in 1953, and its subsequent 
(9,929,119 shs. 55,225 Libbey-Owens-Ford 0... 1 6,460 199 growth has been so rapid as 
outstdg.) 416,618 Owens-lllinois Glass .... 6 36,662 1,042 i es » , 
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old- (14,211,783 shs. outstdg.) Aerojet, this means it is con- 
oli- Total per share of Canadian Pacific $ 12.43 $ 59 siderably cheaper to — 
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sar 793, otal per share of East. G. & F. $ 31.04 $1. thing another way, all of 
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ind (1,071,655 shs. outstdg.) Total per share of Hammermill Paper $ 8.31 $ .16 General’s consolidated net in- 
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it 382,100 Industrial Rayon .«<......... 20 9,170 _ General also holds a control- 
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om | 2,298,269 Consolidation Coal ......... 25 75,843 2,758 a jtong-estaDlished manutac- 
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eo 489,331 Standard Oil (N. J.) ......... ° 25,935 1,101 and through its wholly owned 
ae ' Total per share of M. A. Hanna Co. $106.60 $3.59 RKO subsidiary operates a 
Ze, Hunt Foods & Industries 308,551 Harbor Plywood 2.0.0.0... 30 $ 6,479 $ 123 chain of radio-television 
on (2,602,607 shs. 207,442 fe 4,356 124 stations and finances motion 
“— outstdg.) 400,962 Wesson Oil & Swordift ........ 33 13,231 561 picture production. 
/ Total per share of Hunt Food & Industries $ 9.24 $ .31 
: M. A. Hanna holds such a 
I sa nag Gl. 562,000 Johns-Manville enqesqucesensescensneceen® 7 $ 32,596 $1,124 large port folio in non-affili- 
‘aed “ 229, shs. out.) Total per share of Ubbey-Owens-Ford Glass $ 6.23 $ .21 ated companies that it must 
ar Mcintyre Porcupine 400,000 NE TID vscesisevisesesanscieens WW $ 14,800 $ .400 be considered as an invest- 
he Mines 23,630 REIT BI nccrrrcercircenene * 638 $ .018 ment trust as well as an op- 
er (762,595 shs. 56,282 American Metal Climox ....... e 1,520 .067 erating property. These in- 
€ outstdg.) 200,000 Amerada Petroleum tion’ 2 18,200 .400 re 2 ees i . 
yr 148,570 _Bell Tel. Co. Canada ............... 1 6,537 297 vestments currently have an 
m 29,000 _— British American Oil ...........  * 1,160 029 aggregate value equivalent to 
p- 138,000 atomnational Nickel .............. » 2,006 .359 $106.60 per Hanna_ share, 
10,000 Standard Oil (N. J.) .......... * 53 022 aring wi ; eae see 
ed 23,332 Steel Co. of Canada .............. * 1,796 036 — —— ith dl —— ket 
an 400,000 —- Ventures Ltd. ..... a. ae 12,000 200 price for the latter around 
9° P P - cn) 
1d Total per share of Mc Intyre Porcupine $ 91.64 $2.40 125. Hanna does not pres¢ nt 
n - . ~ ee —s mn “_" a its financial statements in 
a wens-lllinois Glass J TY GEIS ccisisccininianscoones 6,156 d eS seen , — : 
aw e y in- 
Ik (7,148,287 shs. 387,886 Continental Can ..................... 3 17,842 698 such spicier, hong o] i —- in 
“nN outstdg.) 331,500 Monsanto Chemical ................ 1 16,243 331 come can ve clearly distin- 
of 1,235,859 Owens-Corning Fiberglass ..... 19 93,925 .988 guished from dividend in- 
ve 37,214 Pennsylvania Glass Sand ....... 5 2,754 067 come. but it is obvious that 
_ Total per share of Owens-Iitineis Glass $ 19.15 $ .32 the difference between these 
0. Phelps Dodge 200,000 Amerada Petroleum .............. 3 $ 18,200 $ .400 two figures places a very low 
mt (10,142,520 shs. 712,161 American Metal Climax .......... 5 19,230 834 valuation upon Hanna’s own 
“ outstdg.) 195,000 New Jersey Zinc .................... 10 5,265 .058 extensive operations. Besides 
t Total per share of Phelps Dodge $ 4.29 $0.13 being one of the largest ship- 
~] . . 
a Revion, Inc. 221,539 OI UI scsentninissersannoninn 6 $ 14,178 $ .265 pers of coal and iron ore on 
(2,585,350 shs.2 242,000 7 “eS 20 2,704 048 the Great Lakes, Hanna has 
, outstdg.) Total per share of Revion Inc. $ 6.53 $ .12 a 15% interest in the Iron 
-, Reynolds Metals 505,000 = Robertshaw-Fulton ........... ...- 31 $23,230 8=6$ .757 Ore Co. of Canada (Labrador 
: (11,188,215, shs. outstdg.) Total per share of Reynolds Metals $ 2.07 $ .06 development) and is also an 
--- active miner of lower grade 
I~ Youngstown Sheet &T. 93,483 Interlake Steamship ................ 19 $ 2,430 $ .187% ores in the Lake Superior re- 
- shs. out.) 53,274 Youngstown Steel Door .......... 8 1,332 .066 gion 
a Total per share of Youngstown Sheet & Tube $ 1.09 $ .07 “di ; ‘ 
f - ——— = With its investment port- 
| *—Less than 1%. =—C c & Class “B” stock. pan eee ie hs 1 
r Scien St, ch 3_Plus 2% stock. folio substantially unchangec 
2 for a number of years, Han- 
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na has suffered from the poor performance of Con- 
solidation Coal and Industrial Rayon, but may, nev- 
ertheless, expect to benefit from the long-range per- 
formance of most of these issues. Hanna Mining has 
recently had its status changed from that of a 
majority-owned, consolidated subsidiary to a minor- 
ity affiliate, and in the course of time its public 
ownership should also expand. M. A. Hanna is un- 
listed but actively traded, with over 3,000,000 
shares outstanding. Listing will probably follow_be- 
fore long, although the separation of the stock into 
“A” and “B” categories is an unpopular device in 
the modern era. 

A sharp contrast from Hanna, Hammermill Paper’s 
outside interests are limited to 356,000 shs.. or 6% 
ownership, of Rayonier. This merely contributes a 
little diversification within the same industry, and 
hardly affects the appraisal of Hammermill on its 
own merits. As this holding is carried at only 
$96,000, Hammermill is undoubtedly locked into it 
by the capital gains tax. The two companies are also 
affiliated by their joint ownership of Grays Harbor 
Pulp Company in the Northwest. Like most paper 
companies, Hammermill has suffered a considerable 
relapse since 1956, but managed to push earnings 
into a narrow gain last year ($2.06 per share vs. 
$2.04 in 1957.) The stock looks reasonably priced in 
the current market. 

Hunt Foods & Industries may be more familiar un- 
der the name of its former subsidiary, Ohio Match 
Company; the present organization resulted from 
a merger in 1956. This company has relatively large 
investments in three other concerns, Harbor Ply- 
wood, McCall Corporation and Wesson Oil & Snow- 
drift. which represent an aggregate value of $9.24 
per Hunt share, and contributed 31¢ earnings out 
of a total of $1.60 a share last year. Harbor Ply- 
wood is one of the largest domestic manufacturers 
of its namesake product. McCall Corporation, of 
which former Governor Langlie of Washington is 
chief executive, publishes certain magazines of its 
own, but is primarily engaged in printing periodi- 
cals for other publishers. Wesson Oil, somewhat 
more closely related to Hunt’s own activities, is the 
country’s leading processor of cottonseed oil and 
also distributes other food products. These holdings 
obviously provide considerable diversification in a 
single package, and Hunt appears somewhat at- 
tractive in the current market although its policy 
of substituting stock for cash dividends will not ap- 
peal to income recipients. 

Libbey-Owens-Ford’s 7% interest in Johns-Manville 
is not sufficient to alter the investment characteris- 
tics of the former, but does add an interesting plus 
value. Johns Manville has not, however, contributed 
materially to Libbey-Owens recent excellent per- 
formance and forthcoming split, as it is still lagging 
a trifle below its 1956 high. 

Mcintyre Porcupine stands in a category by itself, 
as its operating income last year of $386,000 (after 
$533,000 expenditures for outside exploration) was 
only a small fraction of its investment income of 
$2,194,000. In reality the company is an investment 
trust in a small number of blue chips, mostly but 
not exclusively Canadian issues, and offering a 
pretty fair degree of diversification although still 
emphasizing the natural resource industries. These 
stocks can be purchased indirectly through McIntyre 
at a moderate discount from market value; the is- 
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sues listed in the accompanying table, which still 
omits a few minor holdings, represent an aggregate 
of $91.64 a McIntyre shares, versus current quota- 
tions of around 87 for the same issue. While Mc- 
Intyre’s mining properties have been written down 
to a mere $606,000, these operations provide a 
steady backlog of earnings, and an eventual in- 
crease in the basic price of gold could mean a leng- 
shot winner. In any case, the purchase of McIntyre 
offers a convenient and economical method of repre- 
sentation in a diversified slice of Canadian industry. 

Several reasons for outside holdings are illus- 
trated by Owens-Illinois. The 5% interest in Pennsyl- 
vania Glass Sand, although not accompanied by any 
representation on its board of directors, is prob- 
ably held to secure some control over silica sources. 
Monsanto does supply some glass-making chemicals, 
but may be held primarily as an investment. The 
moderate commitments in Container and Continen- 
tal Can give Owens a foot in the enemies’ camp. 
Owens-Corning, finally, represents the process of 
divestment of operations that was initiated (joint- 
ly with Corning Glass) by Owens, but are different 
enough from the parent companies’ maior fields so 
that it was considered wise to spin them off. These 
holdings in the aggregate amount to $19.15 per 
Owens share. about 22% of its current market value, 
although their contribution to net income last year 
of 32¢ per share was a much smaller 7%. What- 
ever the reason for these holdings, they have con- 
tributed materially to Owen’s own favorably per- 
formance. Owens-Corning, to be sure. fell sharply 
after its ravid 1956 run-up, but can be held for long 
term growth. 

Besides expanding its direct operations aggresive- 
ly. Revlon has extended diversification by making 
substantial commitments in two other companies, 
Schering and Schick, in somewhat related indus- 
tries. While only time can tell. this could be an ex- 
ample of the process of absorbing outside compan- 
ies gradually, until they become controlled subsi- 
diaries. This process will be difficult. however, in the 
case of Schering at least, which is fullv as large as 
Revlon, and it is doubtful whether the Schering 
management would be receptive to a voluntary mer- 
ger. The holding, nevertheless. gives Revlon an in- 
direct participation in the ethical drug field. These 
two commitments are worth $6.53 per Revlon share, 
although they contributed hardly more than nominal 
earnings last year. 

The preceding remarks illustrate the major rea- 
sons for substantial stockholdings by one corpora- 
tion in others, and also point out some attractive 
investment opportunities. One word of caution must 
be appended, however, to this studv. While it is fre- 
quently possible, through the medium of an inter- 
mediate purchase, to obtain an indirect stock in- 
terest in good companies at a substantial discount 
from quoted market prices, it may be misleading to 
put too much weight upon their market value or 
earnings contributions. The holding companies are 
not going to liquidate, and no “killing” can be de- 
rived from clever arbitrage. Moreover, earnings of 
a particularly prosperous affiliate may be diverted 
to general corporate purposes rather than being 
passed on as dividends; for example, the profits 
from Pennsylvania Railroad’s very successful in- 
vestment in Norfolk & (Please turn to page 303) 
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Outlook for the... 


International OILS 
Emerging from 
Cairo Congress 


By John H. Lind 
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NOTE TO READERS: This important feature, by an author- 
ity on the world oil situation, is of most practical value 
and timely importance — for it supplies a backdrop for 
the discussions that will be held at the World Petroleum 
Congress which convenes in New York on June 1st. 
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Sophisticated and highly practical, it deals with the 
personalities and politics shaping trends in the Middle 
East — the situation facing the oil giants in Iraq — 
Russian and Red Chinese maneuvers vis-a-vis Iraqi oil 
— and what to expect. EDITOR 
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HIS is the season of “togetherness” for the world oil in- 
dustry. In April, some 500 of its world-travelling members 
flocked to the Arab Petroleum Congress in Cairo. In May, the 
great international oil exhibition took place in Tulsa, Oklahoma. 
And in the first week of June several thousand oil experts will 
gather in New York for the Fifth World Petroleum Congress, 
the first such event ever to take place in the Western hemis- 
phere. 
The most unique of these get-togethers was certainly the 
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Production and Net Profit from Eastern Hemisphere 
Operations of Seven Major Oil Companies 


1957 SUMMARY 


Production 
Million Barrels 


179.9 


Net Income 

$ Million U.S. 
191.3 
146.0 
103.7 
146.0 
137.0 
196.6 
154.5 


Oil Companies 


Standard Oil Company (New Jersey) 
Standard Oil of California 
Secony Mobil 


Royal Dutch/Shell 
British Petroleum 


1075.1 


Source: First National City Bank of New York. 


Cairo meeting, not only because it had been planned, 
postponed and re-postponed for nearly three years 
but even more because the Middle East continues 
to be one of the world’s political hot spots—and oil 
is the major reason for it. 

Considering this, actually very little happened at 
Cairo, at least on the surface. In fact, Western news 
correspondents on the spot did not hide their dis- 
appointment over the seeming lack of political fire- 
works at the meetings. There were several good 
reasons for the absence of open clashes at the Con- 
gress. One was Iraq’s refusal to send a delegation 
to Cairo. As the Middle East’s least stable and most 
anti-Western and anti-Nasser oriented country, 
Iraq would certainly have been a major source of 
friction. Another reason for the smoothness was 
the absence of the oil-producing sheikhdom of Bah- 
rein. Since Iran has long-standing territorial claims 
on Bahrein and therefore does not recognize the 
sheikhdom’s sovereignty, the Congress planners 
were faced with the alternative of inviting either 
Iran or Bahrein. They decided in favor of Iran, the 
much larger oil-producing country of the two, even 
though Bahrein is an Arab coun- 





years. But at Cairo these requests ceased to be the 
views of individual newspapers or political leaders. 
They became a matter of public record, officially 
supported by all Arab League member countries. 
True, the Arab countries did not include a specific 
request for higher profits in the final resolution of 
the Congress. But at the opening session, the Secre- 
tary General of the Congress pointedly called atten- 
tion to “developments taking place in the rest of 
the world .... which require the oil companies to 
undertake a restudy of these agreements and to 
endeavor to rid from the provisions of these agree- 
ments everything which makes the Arabs feel that 
their rights are being infringed upon, and that they 
are receiving less than their fair share as well as 
to rid them of anything that smacks of exploita- 
tion.” The “developments .... in the rest of the 
world,” referred to, was a clear reference to Vene- 
zuela’s new income tax decree which shattered the 
established 50-50 principle of profit sharing by 
giving the government at least 60 per cent of the 
oil company’s pre-tax earnings. The same senti- 
ments were expressed in stronger and simpler 
language by Sheik Abdullah Tariki, Saudi Arabia’s 
dynamic, Texas-educated director of petroleum 
affairs. 

On the other hand, all Arab countries were very 
careful to point out that they had no intention of 
taking any unilateral action against the foreign oil 
companies, “nor is there any desire to get rid of 
them,” in the words of the chief of the Egyptian 
delegation. In fact, when the Arabic request in the 
opening speech to “restudy” the oil agreements in 
the Middle East was inadvertently translated as 
“revise”, the Arab delegates were at pains to correct 
this misunderstanding. 

Sensational Interpretation by Saudi Arabia’s Legal 

Advisor, Mr. Hendryx — American. 


An even clearer demonstration of their unwill- 
ingness to antagonize the Western oil companies at 








try while Iran is not. 





But the sweeping of political 
problems under the rug has, of 
course, never solved them. This 








Oil Revenues of Middle Eastern Countries 


Oil Revenues ($ million U. S.) 


applies certainly to the Middle 1953 1954S s«é198S)=S'(i«‘éiSSGSCt«éASS=~=“‘«‘iNSV 
East oil situation which is ili 
fraught with political and econo- aE a NER ** * 89.5 1520 214.0 246.0 
mic problems of all sorts. If most i, 191.4 2065 192.6 136.9 235.0 
of them were not fully spelled — ies 220.0 305.0 306.0 365.0 415.0 
‘ a ey a Fe . BE scidcinecsnnntnoeiiniasiomnciniainenctinnns , 23.3 35.3 38.1 44.5 57.0 
out at Cairo, they were certainly 5” ain cee ranma 220.2 233.5 282.2 2909 296.9 3107 
broadly hinted at, both during | cues Ge 
the meetings and in corridor CO OST 573.5 668.2 9185 979.6 1057.3 1263.7 
talks. 
, * Included with Saudi Arabia so as not to reveal confidential government data. 
Restudy of 50°, Agreements ** Not significant. 
One thing about which the Oil Production (million barrels) 
Arabs left no doubt was that Se ee ee ee ae 11.0 11.0 11.0 11.0 7 14.9 
they are no longer satisfied with _ eer MY Are Wee ff + gl 7 on07 1605 2083 
ten . ae . as WONG coccccccccccccoccescoosccscccceccncscscssocccoosess ¢ \e . . . él. 
their fifty per cent share of the Se eS 316.0 348.4 400.0 401.4 418.2 511.7 
profits earned by the foreign oil SL 297 3490 39.7 42.9 BSB 
companies operating within their TTT TE 300.6 339.1 343.4 - 351.9 353.0 367.9 
borders. There is, of course i ee ke ‘ 
, : Ee eee 863.1 957.0 1149.6 12283 1247.2 1492.0 


nothing new in this demand. It — 
has been sporadically voiced in 
almost every Middle East oil 





* Not included in total. 
Source: First National City Bank of New York. 





country for the past several 
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this stage was seen in their reaction to a paper on 
the sanctity of oil contracts, delivered by the legal 
advisor to the Saudi Arabian government. Ironical- 
ly, the author of this paper, which was by far the 
mest sensational one at the meeting, was an Ameri- 
can lawyer, Mr. Frank Hendryx, who had once 
worked for a major U. S. oil company. Mr. Hen- 
dryx’s thesis was that a sovereign government had 
the right to abrogate its oil contracts whenever it 
was to its interests to do so. Accordingly, petroleum 
concessions could be changed “either through legis- 
lation or executive decree.” 

Furthermore, he added, “this purpose for which 
a government exists—the service of their people— 
requires that on proper occasions those governments 
must be released from or be able to overrule their 
contract obligations.” 

While this was 


promptly headlined in some 








Middle Eastern “Proved Oil Reserves” 
As Assessed in 

Territory 1936 1944 1958 

In million metric tons 
Egypt 5 10 15 
Persia 300 870 4,450 
Iraq . 330 670 3,300 
Bahrain 40 50 
Saudi Arabia 670 6,200 
Kuwait 1,200 8,100 
Qatar . 130 320 
Turkey 20 
Neutral Zone ... 1,800 
Israel . 15 
Total 635 3,590 24,720 























American papers as an “Arab challenge to Aramco” 
and an “Arab Policy statement”, the Congress itself 
quickly made it clear that nothing could be further 
from the truth; that the author, in fact, was speak- 
ing only for himself. To dispel any lingering doubt, 
the delegates conspicuously omitted any reference 
to the paper in the final list of resolutions adopted 
by the Congress. 

Thus, ignoring Iraq for the moment, it can be 
said that, for the time being, the Arab countries will 
not use force or even the threat of force to achieve 
their aims of more income from their oil production 
and a greater say in and control over their oil in- 
dustry. 

Thus, the ever-present specter of nationalization 
was only dimly visible at Cairo. This was reflected 
in a revealing remark made by President Nasser at 
the Congress. The Arab leader stated quite clearly 
that Egypt’s nationalization of the Suez Canal 
should not be construed as a precedent for what is 
in store for Middle East concessions. “The two 
situations are not comparable,” Nasser said in an 
interview with a correspondent from Petroleum 
Week. “In the Suez case, we knew the customers 
had to come to us because we controlled the facility. 
In the case of oil, the Arabs know that their oil has 
to go to the customers before it has any value. Thus, 
the Arabs need to and want to, cooperate with the 
West—as long as the terms are fair.” 
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The Way Of The East 


Nevertheless, the Arab delegates did voice certain 
specific requests which they expect the oil companies 
to heed. They include more active participation in 
the Middle East oil industry, integration of the 
Arab petroleum industry, the creation of national 
oil companies to operate side by side with the 
foreign companies, no price changes without prior 
discussion between the producing companies and 
the host country, increased refining and _ petro- 
chemical plants in the Arab countries and an all- 
Arab pipeline project. 

The Arabs will undoubtedly achieve success with 
some of their requests. Thus, the companies are 
likely to give them increased participation § in 
managing industry affairs, and to inform them in 
advance about contemplated price changes. The pro- 
posal for national oil companies reflects the thinking 
of the Venezuelan guest delegation, since Venezuela 
has such a plan under active consideration, 

A national oil company exists already in Iran and 
in Egypt. However, it is difficult to imagine an 
operation of this kind in Saudi Arabia or Kuwait 
in the near future, sinze neither cf these countries 
has the trained personnel, nor even the training 
facilities, to staff such an enterprise. 


What Realism in Saudi Arabia’s Goal? 


The request for integration of the oil industry is 
one of the pet projects of Abdullah Tariki. In 
principle, it seems that the producing countries 
should share not only in the profits arising from 
the crude oil output within their borders but also 
in the profits yielded by the off-shore transporta- 
tion, refining and marketing operations, involving 
their crude oil. If the companies were to grant 
this request it would put very little additional cash 
into the coffers of the producing countries, for 
transportation, refining and marketing are very 
unprofitable operations for most international oil 
companies. According to one experienced oil opera- 
tor, total profits from Middle East oil operations 
amount to about 90 cents per barrel, of which 80 
cents represents profit from crude oil production. 

Independent studies by the U. N. and by the 
Economist of London confirm the impression that 
there is very little profit in the international oil 
business, outside of the producing sector. Obviously, 
an experienced oil man, like Sheikh Tariki, must 
know this. His official answer, somewhat emotional- 
ly, is, “I don’t care what the profit is on refining 
and marketing; if it is only two cents a barrel | 
want one cent of it.”” But his real motivation is not 
a slice of that meager profit but a direct interest in 
the international oil companies’ world-wide market- 
ing outlets. For Tariki believes that some day Saudi 
Arabia’s oil production will be the country’s own, 
whether it will be one decade from now or around 
the year 2,000 when the treaty between Aramco 
and Saudi Arabia comes to an end. 

He also knows that with the growing world-wide 
oil surplus, an oil producer’s economic health de- 
pends no longer just on the oil in the ground, but 
equally much on whether he has sufficient sales out- 
lets. This is the real (Please turn to page 304) 
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APPLAUSE is due no one for the Clare Luce ambas- 
sadorial thing. Both the nominee and her principal 
antagonist, Senator Wayne Morse, appear to have 
found personal satisfaction Morse for placing Mrs. 
Luce in the position where resignation seemed the 
only route, and she for the opportunity to dramatize 
the hazards one faces by accepting the call to public 
service when Senate confirmation is required. Mrs. 
Luce’s conduct at the public hearings and after she 
had been approved for the Brazilian post found little 








WASHINGTON SEES: 


The jug-handled approach to inflation control 
which proposes to place prices in a strait-jacket 
while doing nothing to level off wages and other 
production costs is headed for the legislative files, 
where now repose the voluminous documents of 
TNEC and other fulminations of Sen. Joseph C. 
O’Mahoney gathered over a quarter-century. 


The White House has placed its first team on 
the field to point up the impracticalities of the bill 
which would require 30 days advance notice of 
intent to raise prices of a commodity in the pro- 
duction of which eight or fewer companies ac- 
count for at least 50 per cent of the output. In the 
present state of mass production in the United 
States such a statute would have the effect of 
placing the country virtually under price control. 


The O/Mahoney Bill would effectively put an 
end to price reductions in all major lines. To effect 
inventory clearance or put on a sales campaign 
featuring lower prices would mean 30-day notice 
and public hearings to restore normal selling 
levels. It would stabilize prices — freeze them. 
The cost of policing would be enormous. It would 
be impossible says the Department of Justice. To 
which the Federal Trade Commission adds con- 
currence. Organized labor is for the bill but with 
misgivings: wage controls could be next! 
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By “VERITAS” 


harmony with the popular concept of a diplomat. 
President Eisenhower attempted to excuse it all on 
the ground of provocation. It didn’t “sell.” 


WHETHER Clare Boothe Luce or some other individual 
serves this country in an outpost is of no great 
magnitude. The doctrine of the indispensable person 
has been toyed with, but never accepted, by the 
United States. But it is important that the designee 
who personifies this country in a foreign capital 
tukes the position under the most favorable auspices. 
To be torn apart in committee hearings or floor 
debate destroys more of the United States than it 
destroys of the target. Still the Senators are con- 
stitutionally under compulsion to examine, to reject 
if good reason exists. Such reason has been found 
and dealt with in the past. 


CONTRASTING sharply with the Luce affair is the 
situation in which Admiral Lewis Strauss found him- 
self. Nominated for Secretary of Commerce on the 
basis of an outstandingly successful career in civilian 
and in military service and as head of the Atomic 
Energy Commission, Strauss found himself under 
fire on grounds wholly unrelated to the question be- 
fore the Senate committee: Is he competent to fill 
the position for which he has been designated ? Com- 
petency involves many things — personal integrity, 
educational background, successful experience in ex- 
ecutive capacities. The answer was yes, all around. 
Some red herrings were drawn across the trail, 
quickly destroyed. Ultimately the opposition to him 
same clear: He has always refused to be a Congres- 
sional errand boy. 

ADHERENCE to deeply rooted principles, political or 
economic, has become a bar to public office cn the 
Senate-indorsement level. Ambassadorial posts are 
restricted to the wealthy and, usually. are the payoff 
for service in the campaign. And if those were in- 
sufficient in their unfortunate impact, the element of 
the political vendetta is taking hold. The most bit- 
terly fought ambassadorial nominations of the Eisen- 
hower Administration concerned Cevlon and Eire. 
“ach cleared the hurdle of Senatorial attack. Each 
then turned in an outstanding job of representing 
this country. 
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Real Estate Tax Dodge — Members of Congress, concerned 
over the need to increase the tax intake and equalize the 








burden, are taking a hard look at activities in the real 





estate market. They find tax advantages becoming 








increasingly important in channeling investment. The 





deals under examination do not transgress the law. But 
neither do the practices in other areas which are grouped 
as tax dodges or loopholes. The concept of real estate 
investment buying is seen undergoing rapid change with many 
investors more concerned with tax advantages in buying a 
property than in yield. The orthodox approach was to seek 
a fair return on the money. In today's practice a deal 

will be completed when there is no prospect of yield, 














provided the purchaser can take depreciation big enough to 








offset some other income and thus simplify his tax problem. 

















One of the many instances which have been cited 








ee - OC 


a situation in which a purchaser who paid 
$300,000 for the equity in a piece of 
property, after paying the interest and 
the amortization, received no return 

on his investment. But the investor leased 
the property to a large concern for a long 
term and was in a position to take $270,000 
in depreciation. Being in the 80 per cent 














deduct $216,000 from his ordinary income. 
Decentralization of business in many cities 
has been an aid to this type of operation. 
Mercantile and office buildings go on the 
market as the move to shopping centers, 
roadside outlets, and suburban locations 
accelerates. 








Auto vs. Plane Production — While the 
aircraft and parts industry remained the 
nation's largest manufacturing employer 
during 1958, with an average of 757,500 
workers, employment in the motor vehicles 
and equipment industry is showing signs of 
moving to the top. The February figures 
compiled by the Bureau of Labor Statistics 
showed the plane industry declined slightly 
to 756,600 while the auto industry moved 
Slightly upward to 724,100. Automation 
appears to be playing a role on aircraft 
payroll reduction. A new technic for 
machining complex aircraft and missile 
parts, based on using a high-speed 
computer to calculate "instructions" 
placed on tape, offers saving of skilled man 
hours as high as 80 to 95 per cent. An 
automatic testing machine used by a missile 
component manufacturer can run a 
complete test on a complicated assembly 
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in one hour, compared with 32 hours required 
to check the assembly by manual methods. 








Competitive Government Buying Pushed — A 
new drive against negotiated contracts has 
been started by Senator John Sparkman who 
charges the Pentagon with wasting money by 
not taking advantage of competitive bidding 
practices. Sparkman contends the principle 
of "what the traffic will bear" controls 
military procurement today. The Supporting. 
evidence is convincing. The Navy's Ship 
Parts Control Center at Mechanicsburg, Pa., 
has submitted a list of 42 items purchased 
for the first time under competitive bids. 
The products were bought for $39,209.15. 
Based on the Navy's experience prior to 
1958, a similar number of these products, 
purchased from non-competitive suppliers, 
would cost the government $131,362.25. 
This indicates a 70 per cent Saving passed 
over. 



































The Alabama Senator rejects the 
Suggestion that the Pentagon is forced to 
use the noncompetitive method because of 
lack of companies engaged in the production 
of much of what the military services use. 
The Mechanicsburg "buys" were chosen, he 
explained, because they are common-use 
items. For examples, bearing sleeves, bolt 
shoulders, gear assemblies, carbon 
packing, coupling assemblies, reactors, 
bearings, gaskets, shaft drives, 
armatures, washers, pistons and the like. 
In every listed instance the company 
supplying under competitive bid was a 
different one that had been given the 
business without competition. 
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Dual Job Holding — The trend toward 
multiple jobholding (holding down two or more 
jobs at the same time) fell off during the 
business recession following a marked 
uptrend during the past decade. This 
development becomes more interesting in 
the light of labor union suggestion that a 
four-day week is necessary to spread 
existing jobs, the theory being that out of 
the relinquished fifth day of the week 
many additional payroll spots can be 
moulded. An examination of the data shows 
that two-job holdings are most common among 
































clearly were unfavorable to the unions. 
But when word spread through the southern 
bloc that the McClellan draft would have 
given government a weapon to force unions 
to admit Negroes to membership, they fell 
away, switched. The result was this: The 
"liberals," who have been screaming for 
racial integration of public schools, 
now used the same arguments in reverse to 
bring southerners over to their side. 

House More Independent — Over the years 
the House has shown more independence in 
making labor legislation than the Senate 























there were 3.1 million American workers 
holding two or more jobs during the survey 
period, July 1958. With the continuing 
business upswing it may be presumed that 
the number has increased, possibly 
recapturing many, or most, of the 500,000 
secondary jobs lost since the 1957 count. 








Labor’s “Due Bill” — Organized labor has 
presented its "due bill" to House members 
whom they Supported and helped elect in the 
November election. If the tender is 
honored, the Kennedy Bill will come out of 
the next round even less potent than it was 
when the Senate closed shop on it with 
almost unanimous approval. Those Senators 
who favored legislation to end corruption 
by labor bosses became convinced it was the 
best they could get; those beholden to the 
unions realized the bill did little which 
the unions do not already claim they are 
doing, or can do. Whatever happens from 
this point out will be in the direction of 
less regulation. Senator John Mc Clellan 
whose two years of exposure of the seamy 
Side of labor-management overreachings 
largely went down the legislative drain, 
saw his committee's usefulness spent. 
Suggesting that it disband, he summed: "If 
we haven't made a case in the past two years, 
we never will." 






































The Mc Clellan bill-of-rights had the 
makings of a bill saver. It would have 
extended protections to rank-and-file 
members of unions and would have brought 
about some degree of industrial peace. 

The history of that amendment is most 
interesting. On the surface it appears to be 
nothing more than an instance of a close 
majority reversing itself upon second 
thought. It had much greater depth. On the 
first vote, the "liberals" in the Senate 
lined up against the propositions which 
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has. It would be a mistake to read into 
that fact a promise of a better labor bill. 











It was the House that first passed the 
Hartley Bill, which was to become the 
Taft-Hartley Bill, after the Senate 
concurred. The House was first to enact the 
measure over President Truman's veto. 

When President Truman asked Congress to 
give him authority to draft rail workers 
into military service if they struck during 
World War 2 (as they had threatened to do), 
the House moved to do so. That proposition 
was blocked in the Senate in a fight led by 
Senator Robert A. Taft. 

The democrats and the labor bloc, 
which are virtually Synonymous, have been 
damaged by action taken thus far on labor 
legislation. Assuming they have pleased 
organized labor, the political benefit is a 
somewhat negative one: they didn't lose 
something they already had — the support of 
the labor bosses. That statement may be 
subject to some skeptical examination but 
in the overall the unions are satisfied. 
They should be! But Senator Kennedy did not 
emerge from the fight unscathed. His 
position is somewhat akin to that of Senator 
Taft who was the darling of private 
enterprise and the conservatives — until he 
asked for their support in the Presidential 
nominating convention. He didn't get it. 

McClellan Committee Folding — Perhaps the 
greatest loss the demmies must contend with 
arises out of Senator McClellan's decision 
that the labor-management investigating 
committee should fold its tent and silently 
steal away. The Arkansas solon has been 
relentless in his pursuit of malefactors. 
He had given the democratic party an aura of 
virtue that could have paid off well in the 
1960 election sweepstakes. It was helpful 
in 1958. McClellan has no trouble being 
elected in Arkansas and has no other 
political ambition. 
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DYNAMIC 


WEST GERMANY 


By John Scali 


> Out of the rubble of World War Il — West Germany 
emerges to rank third among important trading nations 
> Financially, it looks as though Frankfort is becoming 











EST Germany’s industry is booming ahead, 

promising to smash even more records this 
vear than it did in 1958 when it hit a postwar peak 
despite some recession pains. 

The story of Germany’s amazing economic come- 
back can be summed up in three important facts: 

1. Exports are continuing to mount to the point 
where West Germany is now the third most im- 
portant trading nation in the world, trailing only 
the United States and Britain. 

2. A tremendous upsurge in automobile produc- 
tion has made West German factories the second 
biggest manufacturers of motor vehicles anywhere 
on the globe. 

3. Money is so plentiful now in West Germany 
that the German financiers have moved into fourth 
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second as World Banking Center 
> A free enterprise success story under sound thinking 
by astute managerial minds and hard working people 


place among the world exporters of private capital. 

These records were set in 1958, during a year 
when nearly every country, including the United 
States, slowed down its economic pace because of a 
business recession. 

The fall-off in demand hit some of West Ger- 
many’s industries too, notably the steel, textile and 
coal industries. But the steady gains recorded by 
other industries, construction, electrical equipment, 
chemicals, motor vehicles, capital goods as well as 
trade and services, offset this lag in free Germany. 

The next result was that by the end of the year, 
statisticians chalked up a gain of 2.8 per cent in 
West Germany’s gross national product, even when 
adjusted to figure in price increases for the 
full year. At current price levels, the increase 
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over 1957 was an even more impressive 6.1 per cent. 

Even more important for the future is the fact 
that many of these gains came during the last few 
months of 1958, some with dramatic suddeness. And 
they have carried over at a fast clip into the first 
four months of this year. 


With Gains Ahead 


At year’s end, most German businessmen and 
economists cautiously forecast another incresase of 
about three per cent in the gross national product 
during 1959. But orders are beginning to pour in 
so fast that many smilingly admit that, perhaps, 
they were a bit too conservative in their estimate. 
An increase of about 5 to 6 per cent is possible, they 
say. Such a gain would nearly equal the figure re- 
corded in 1957, one of German industry’s best years. 

What makes the outlook even more encouraging 
is that there is virtually full employment, prices are 
steady, and that labor unions generally have adopt- 
ed a restrained attitude in demands for wage in- 
creases. 

When added to the all-time high in Germany’s 
gold and foreign exchange reserves and the record 
savings by the thrifty German workers, even the 
most conservative prognosticators are forced to 
acknowledge that the outlook is rosy. 


Cold War Realism 


The only cloud of uncertainty in the picture is 
the ebb and flow of the cold war, particularly Rus- 
sia’s apparent determination to force the Western 
allies to ease their hold on free Berlin. 

But the West Germans are so confident this crisis 
will be settled short of shooting that they are not 
even considering hedging their operations. If any- 
thing, a compromise solution will increase oppor- 
tunities for profitable trade with Communist-run 
East Germany, they believe. Such inter-zonal trade 
already is going on, with the quiet approval of 
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Chancellor Konrad Adenauer’s government. 


Booming Auto Industry 


Leading the way in the German economic march 
forward is “The Golden Child” of Germany—the 
automobile industry. Motor vehicle production 
reached new highs in almost every month during 
1958 as demand kept going up. 

Last year, four big companies combined to pro- 
duce 1,500,000 cars, compared with the 1,212,000 
they turned out in 1957. Volkswagen alone produced 
556,717—a 17.8 per cent increase over 1957. More 
than 90,000 of these were shipped to the United 
States with prospects that the number will go con- 
siderably higher this year. 

Percentagewise, The Opel A. G. Russelsheim, en- 
joyed the most spectacular year of all. Its output 
went up 38 per cent over 1957, to a new high of 
315,345 cars. Fifty-three per cent of these were ex- 
ported as part of its increasingly important opera- 
tions within the General Motors combine. One of 
the little-known facts is that Opel’s production burst 
has placed it second in General Motors production, 
trailing only its Chevrolet division. 

The two other members of the German automo- 
bile “Big Four” also set new production records. 
Fordwereke A. G. Koln turned out 128,532, export- 
ing 5,390 of these to the U. S. Daimler-Benz AG, 
Stuttgart, manufactured 156,961, with 7,634 going 
to the American market. 

The importance of the trim, economical German 
automobile in foreign trade can be found in the 
statistics kept by the government. Fully 10 per cent 
of all exports were automobiles. 

Important as automobile production is to Ger- 
many’s over-all economic health, another industry 
—construction—probably will be of greater domes- 
tic importance in keeping German factories hum- 
ming. 


Dynamic Construction Next 


Construction dropped off during the first six 
months of 1958. But in the last half a boom of size- 
able proportions developed and has spilled over into 
1959 with no signs it will ease off for many months. 

The upturn in building covers the whole spectrum 
of construction—private dwellings, buildings, fac- 
tories, highways and public utilities. A big number 
of unfurnished projects are now on the books and 
new building permits are being issued at such a rate 
that it promises to make the construction industry 
a major factor in pushing German prosperity to a 
new peak. 


Financial Comeback 


Assisting the building boom has been a remark- 
able change in the German money market, engineer- 
ed by Economics Minister, Ludwig Erhardt, the 
man who is given credit for directing Germany’s 
economic comeback. 

In two sudden moves, the last of these on January 
10, he reduced the discount rate of the Bundesbank. 
first from 4 to 3 per cent, then to 24% per cent—the 
lowest rate since 1875 in Germany. 

The objective was to reduce the cost of borrow- 
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ing. As a result, it was hoped that the export of 
both short term and long term capital would be en- 
couraged. This has worked to a considerable extent. 

A big factor in Erhardt’s decision was the ten- 
dency of German workers to tuck a good part of 
their earnings into savings banks. The rate of per- 
sonal savings averaged 10 per cent of income, a 
figure far above the international average, until 
Erhardt acted. 

By the end of the year, total savings deposited 
had soared to about $8,000,000,000 with wage 
earners adding an additional $120,000,000 a month 
to the sum. 

One of the swiftest results of the lowering of the 
discount rate has been to drive down the interest on 
bonds from 8 to 5% per cent. Interest on medium 
and long term credits also has fallen off. 


Capital Investment 


Investment in fixed assets again acted as a power- 
ful stimulant to German’s economic growth during 
the year. This covers new machinery, equipment, 
construction and other areas. 

West German private investment in foreign coun- 
tries showed what the American embassy consider- 
ed a remarkable increase during 1958 with solid 
signs that the total will go up even higher during 
this year. Some $300,000,000 moved to other 
nations, particularly the underdeveloped lands dur- 
ing last year while the German government was 
lending foreign governments the equivalent of 
about $500,000,000. 


The Weak Spots 


Despite the healthy glow of Germany’s economy, 
there are three weak spots which bear watching. 
One of these—the coal industry—directly affects 
American suppliers. The other two, the textile and 
steel industries are important as barometers of 
- > agama condition. The picture for each looks like 
this: 
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Imports from the United States Exports to the United States 
Federal Republic of Germany and West Berlin Federal Republic of Germany and West Berlin 
(Million Dollars) (Million Dollars) 
Annual — Jan-Sept. — Annual — Jan-Sept. — 
Commodity Group 1956 1957 1957 1958 Commodity Group 1956 1957 1957 1958 
Food, Fodder and Stimulants ........ 290.5 310.2 230.0 166.5 Food, Fodder and Stimulants 17.0 18.7 11.2 12.2 
eee 58.0 60.9 47.8 21.2 Raw Materials 20.2 19.2 15.4 12.7 
Edible Fats and Oils ................ 93.6 118.7 87.1 48.0 Semi-Finished Products 43.1 39.7 28.2 20.9 
Be IIIS iv cciciscmscenissennidiomsons 39.5 43.8 31.8 34.5 Non-Ferrous Metals 12.2 8.4 5.8 6.0 
ae 316.8 549.5 4225 2624 Ferro-Alloys 10.6 9.7 6.9 17 
Hard Coal ieisbacmmines ae 304.9 228.0 162.6 Finished Products 412.5 514.8 372.1 387.6 
Cotton ..... . leh teeadaidiateatieiinet 49.4 163.7 127.8 63.8 Motor Vehicles 72.4 139.3 90.6 126.9 
Semi-Finished Products .................. 174.2 237.0 192.6 110.8 Machinery 64.7 73.9 56.8 56.8 
Non-Ferrous Metals ................... 67.3 58.6 50.4 29.2 Optical & Precision Instr 26.9 31.4 22.6 23.2 
Industrial Fats and Oils ........... 28.7 27.1 20.2 14.4 Clocks and Watches 11.7 11.0 7.8 6.6 
Scrap Iron ........ ‘“ sands 18.1 47.9 42.4 7.5 Cutlery, Tools and lronware 31.7 40.8 30.9 24.2 
Lumber and Wood Pulp pine 15.1 19.6 15.6 13.1 Chemical Products 27.0 32.6 23.6 25.5 
Chemicals nicotine 13.2 16.8 10.9 16.5 Electrical Equipment 22.5 35.7 25.7 20.1 
Finished Products . ae = i | ae ee Rolling Mill Products 25.2 27.5 22.7 15.1 
Machinery ....... tee : 50.9 58.7 43.9 50 6 Bars and Sheets of NF-Metals 15.8 18.4 13.7 13.4 
Chemical Products Beets 48.0 71.3 52.9 60.2 Glass, Ceramics and China 22.3 20.4 15.5 15.5 
Rolling Mill Products .............. 19.6 17.3 11.9 19.7 Textiles Products 19.1 18.3 14.0 11.7 
Motor Vehicles & Aircraft ... 7.6 44.2 30.5 32.5 Toys and Musical Instruments 10.4 10.3 8.0 67 
Total 945.5 1,340.5 1,022.2 752.0 Total 494.0 594.0 426.2 436.3 
COAL—The problem is simple: Demand has 





fallen off and there is a big surplus at a time when 
the government was committed to import huge 
stocks of foreign, particularly, American, coal. 

Nearly 27,000,000 metric tons have been stock- 
piled both at the pit heads and by consumers with 
storage facilities theoretically exhausted, unem- 
ployment of miners has risen and there is increas- 
ing pressure on the government to cancel all foreign 
deliveries regardless of contracts. 

As a result, the Adenauer government has re- 
versed the once liberal coal import policy and has 
gone so far as to order a duty on foreign coal im- 
ports from nations outside the European Coal and 
Steel Community. This has cut imports of American 
coal by 29 per cent in 1958. A quota of 4,400,000 
tons of duty-free coal has been set for the United 
States. 

The outlook for any substantial improvement in 
coal prospects is not encouraging at present. Ger- 
man shipments to other areas have fallen off. 
Further, even at home the trend is toward increased 
use of domestic and imported fuel oil. 

To meet the problem, the government has em- 
barked on a program of discounts, subsidies, stock- 
piling and taxes on competing fuel oil. To get rid of 
some of the surplus, the government has also autho- 
rized the swap of 1,000,000 tons of West German 
hard coal for East German brown coal briquettes 
and wheat. 

IRON AND STEEL—Production dropped to 75 
to 80 per cent of capacity. This might be regarded 
as a fairly impressive figure in almost any other 
country including the United States. But to German 
steel makers, used to operating at nearly 100 per 
cent capacity, it’s a cause for worry. 

Output of crude steel during 1958 was 22,800,000 
metric tons. Pig iron production dropped more than 
9 per cent, to a total of 16,700,000 metric tons. 

Despite this, iron and steel consumption increased 
modestly during the year, mainly because users cut 
down on their inventories. 

Orders piling up during/(Please turn to page 306) 
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AIRCRAFTS 
In New Stage of Transition 


By James E. Wooldridge 


® The problems posed by shifts in government orders 
—and missiles vs. aircrafts—what if disarmament 
with Russia should occur? 


» Growing obsolescence resulting from rapid shifts in 
technology—new fuels 


HE dogged persistence of the “Cold War” has 

been a bonanza for the aircraft industry as a 
whole, but rapid shifts in technology and the un- 
precendented rate of equipment obsolescence has 
led to some highly volatile sales and earnings gyra- 
tions for individual companies. Moreover, more of 
the same appears in prospect for the future. 

Of course, overhanging the entire aircraft indus- 
try picture is the unlikely, but possible prospect of a 
real disarmanent agreement with the Soviet Union. 
For the speculator such a development may appear 
remote, but seasoned investors know that too many 
eggs should never be placed in a basket that may 
have a hole in it. Put another way, the fact that the 
chance of disarmanent is slight should be weighed 
against the certainty that if it should occur many 
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> Can diversification help to offset high cost of research 
—and help profits position? 

> Companies coming to the fore—those lagging badly 
—holding their own—sliding 

® Backlogs—new orders—and earnings-dividend out- 
look for the individual companies 


companies in this industry will have absolutely no 
visible means of support. The result would obviously 
be catastrophic in a portfolio consisting solely of 
aircraft shares. 

Without being at all bearish on the industry gen- 
erally, the above warning has ample precedent in 
the sharply varying performance records of many 
of the leading companies during a period when de- 
fense expenditures, and outlays for aircraft equip- 
ment in particular, have been extraordinarily high. 
How high can be seen from the table on page 274. 

It is apparent that throughout the last decade, 
outlays for aircraft and missiles have absorbed an 
ever-increasing portion of the defense dollar. Yet 
individual companies have enjoyed far from a uni- 
versal participation in this growth. Last year, for 
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Statistical Data on Leading Aircraft Companies 
------ Earnings Per Share ————————- Dividends 
Year Year -——— Ist Quarter ———— Per Share Recent Div. Price Range 
1957 1958 1958 1959 1958 1959* Price Yield 1958-1959 
INIINIIINS cctunctinnccidcsemsiapinieianeiieneiaiandeniiie $ .70 $1.00 $ .30 $ .14 $ .40 $ .40 13 3.0% 15%- 5% 
Beech Aircraft ....... siabaalatblapaiadicdiaiiaaeiiee 4.09! 4.03! 1.89° 1.98- 1.60 1.60 38 42 40'2-18 
I IID cis scsncna.stsnensennnpecheioianess 5.49 4.01 1.35 21 1.00!0 1.00 40 2.5 58'2-34'8 
RI III ccccinscussscmniscseny-acmercooieen a 5.62- 2.45- 3.92" 1.6010 1.60 79 2.0 832-21'4 
Chance Vought Aircraft ......................... 5.65 7.55 2.12 1.27 1.90 2.00 37 5.4 5534-3158 
= Curtiss-Wright ................. sieiaiwan aa 3.11 62 N.A. 2.50 2.50 36 6.8 392-205 
Douglas Aircraft .. neni “=n 4.41 2.32 41.10 2.5010 2.00 56 3.5 7472-50'8 
Fairchild Engine & Airp. ....................... 17 41.96 qd .66 d .69 - - 9 - 13%. 7 
General Dynamics ............... ialeakinin 4.80 3.71 1.01 .60 2.00 2.00 58 3.4 6748-55 
Grumman Airc. Eng. ............00000000000-- 2.38 1.13 28 N.A. 1.50 1.50 27 5.5 3034-17} 
Lockheed Aircraft ............. j iiaaans 2.94 86 .65 1.20 1.20 37 3.2 3934-19" 
Ee enninttihiabighnanintti: "Te 4.01 58 1.04 1.60 1.60 53 3.0 50'2-30 
' McDonnell Aircraft ...............00.0000... . 6.34% 6.33% 4.214 4.27% 1.0010 1.0010 44 2.2 4934-22'2 
North American Aviation ... ee 3.34! 1.61* 1.63° 1.60 1.60 46 3.4 5258-2558 
P Northrop Aircraft ............ ioscan 3.62° 4.29 1.82!1 1.9711 1.60 1.60 39 4.1 43%s-22'8 
. Piper Amer Gl .....0000000000000020: ne 2.36! 1.05= 1.35- 1.00 1.00 35 2.8 3734-14 
Republic Aviation ... ener aes 4.15 3.48 48 .40 2.00 1.00 22 4.5 29'2-16'2 
Rohr Aircraft ................ ... salbeaiesin i in 2.85° 1.20! 9611 9310 1.00 21 47 37'2-15 
Ryan Aeronautical ..............000.. cece 3.358 4.25% 957 1.047 .40 4010 72 5 79 -18% 
Solar Aircraft ................. alcncalicisaaiee . 55° 2.22° 1.849 1.559 1.00 1.00 22 4.5 24 -15'2 
Temco Aircraft Corp. ....... - 1.50 1.50 35 -27 75 75 15 5.0 20%8- 954 
SN PIII cnccncisisscncnsivossncess ; . ve 6.41 1.75 1.20 3.00 3.00 61 49 6978-52'2 
N.A.—Not available. %—Year ended June 30. “—Year ended April 30. 
; *—Based on latest dividend rate. 4+—9 months ended March 31. %—9 months ended January 31. 
ma d—Deficit. 5—Year ended July 31. 10_Plys stock. 
1—Year ended Sept. 30. ©—Year ended October 31. 116 months ended January 31, 1958 and 


*—6 months ended March 31 7—Quarter ended January 31. 1959. 


Avco Corp.: Largest volume of this diversified company’s business js in 
defense products. The substantial production of gas turbine aircraft 
engines and increased shipments of airframes for commercial craft will 
boost sales this year. 

Beech Aircraft: About three-quarters of backlog consists of defense busi- 
ness. Company is an important producer of single and twin engine 


Lockheed Aircraft: Company is expanding in the missile and space science 
fields and plans to enter other important avenues of revenues such as 
electronics, avionics and shipbuilding. Revenves should be favorable over 
coming months. 

Martin Co.: Producing Navy seaplanes. Orders for missiles and electronic 
systems represent over 70% of company’s current backlog. Upward trend 


planes for civilian, foreign and military uses. Earnings this year are of earnings should increase next year, with swing-over to more pro- 
expected to approximate 1958 results. B2 fitable fixed-price basis. 

Boeing Airplane: Earnings will be adversely affected and decline sharply McDonnell] Aircraft: Important supplier of jet fighter planes. Also actively 
this year due to continuing charges applicable to the commercial pro- engaged in missile and space projects. Recent selection of company’s 
gram on jets and by reduced miltary sales. Missile activities are in- F4H-1 as Navy's single all-weather fighter plane points to sustained 
creasing and Boeing may receive additional orders for commercial jets high profits. Also benefitting from rising missile output. B1 

ed : . : North American Aviation: While aircraft ovtput may decline further, 
Cessna Aircraft: A leading private plane manufacturer, also makes rocket engine, missile, electronics and control equipment business should 
military training and liaison models. Does sub-contract work for other increase. Will build the B-70 chemically fueled supersonic bomber. Cur- 
aircraft manufacturers and has a stake in electronic communication and rent merger talks with Foster Wheeler. B 


Northrop Corp: Producing Air Force jet trainer and jet fighter, as well 


navigation equipment. Better earnings are indicated over coming months 
1 
as Snark pilotless bomber. However, 68% of backlog is in missiles, 


Chance Vought Aircraft: Earnings this year are expected to decline : : 

rch sharply from the exceptionally high level of 1958 due to cancellation of ae ees end space projects. Company else Cees sub-contvadt 
some jet plane orders and Regulus missile programs. Navy procurement worm. 
policies will continue to affect operations. B83 Piper Aircraft: One of three leading private plane producers, represent- 

diy Curtiss-Wright: Engine output of commercial planes practically over and ing about 35% of industry volume. Production of Apache and Comanche 
earnings will be affected by increased spending on research and develop- models has been stepped up. Planning introduction of two new air- 
ment of new products and writing these expenditures off. Future progress craft. Cl 

ut- will depend upon the successful launching of civilian products plus Republic Aviation: Producer of Air Force fighter planes. Research and 
ability to develop engine business. Current dividend cannot be con- development program in missiles and space craft. Due mainly to change 


in type of military contracts for the F-105 plane, immediate earnings 


sidered secure. B3 
trend is downward. 


Douglas Aircraft: Commercial plane production has declined sharply, 





























| naval plane deliveries have also dropped and heavy cost of developing Rohr Aircraft: Primarily sub-contract work for aircraft manufacturers, 
no | the jet airliner indicate a deficit this year and this means dividend including Boeing and Lockheed. Main product is ‘power package’’ for 
Iv uncertainties. After extraordinary development expenses are over and planes. Outlook depends on changing position of major customers, mainly 
ay missile and space weapon orders increase, this situation should improve. in military planes. C3 
of Patience will be required. as > , Ryan Aeronautical: Producer of components for airframes and jet en- 
Fairchild Engine & Airplane: Some missile and engine contract cancella- gines. Also makes rocket and ramjet motors, drone missiles ond elec- 
tions will depress operations and the company needs to develop new tronic equipment. Plans 22 for 1 split and dividend increase to 20¢ 
n- defense orders to replace those lost. Dividend resumption does not annually on new stock. Cl 
: oppear likely in the near or intermediate term. C3 ‘ : - 
in G >i a i alee h rae , bd Solar Aircraft: Producing heat-resistant parts for aircraft eng nes. Back 
jenera: ynamics: anes and missiles through the Convair division log declining due to shift from manned aircraft to missiles. Acquisition of 
1V contribute the largest volume to sales and earnings. Company is largest 19% of stock by Fairbanks Morse contested by company. Merger denied 
° submarine builder and is also actively engaged in electronics and atomic C2 
e- energy developments. Management is proceeding with its plan to in- . ; : , 
1- crease civilian business. Continues to have a large backlog of defense Temco Aircraft: Engaged primarily in sub-contract work for major aircraft 
t contracts. Earnings this year are expected to be lower than last year’s manufacturers. Military plane production now in down trend. However, 
h. results but should improve next year. B3 company is building up parts business for rocket engines and missiles 
Grumman Aircraft: Heavy costs incurred in development of new type of Also creating new products. 
plane penalized earnings last year but these charge-offs are expected United Aircraft: Leading manufacturer of aircraft engines, propellers and 
e, to taper off and substantial new military plane orders should in time helicopters, Broadening activities in rocket engine, missile ond space 
improve this situation. Present dividend rate is expected to be main- weapon fields. Company estimates 1959 sales and earnings below year 
in tained. C2 1958 due to increased spending for research and development. 83 
ot - $$$ _______ - 
i- RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Lower earnings trend. 
val B—Good grade. D—Unattractive. 2—Sustained earnings trend. 
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Fiscal Year 





E—Estimated. 
Source: Dept. of Defense, as of Jan. 19, 1959. 





Expenditures For Missiles And Aircraft 
In Millions of Dollars 


— Guided Missiles ——__— 


June 30 Air Force Navy Army 
SAREE ir oe OR 2,661 566 695 
I ccc deel tia essba ieee 2,356 417 587 

1,668 345 724 
1,417 264 414 
641 195 333 
305 176 238 
176 141 187 
81 95 119 
66 56 46 
16 5 - 


Combined Total 

Total Total (Missiles plus % of Combined Total 

Missiles Aircraft Aircraft) Missiles Aircraft 
3,922 6,589 10,511 37.3 62.7 
3,360 7,117 10,477 32.1 67.9 
2,737 8,448 11,185 24.5 75.5 
2,095 7,978 10,073 20.8 79.2 
1,168 7,146 8,314 14.0 86.0 
718 8,037 8,755 8.2 91.8 
504 8,335 8,839 5.7 94.3 
295 7,417 7,712 3.8 96.2 
169 4,888 5,057 3.3 96.7 
21 2,412 2,433 0.9 99.1 

















example, while total sales increased by over one 
billion dollars a raft of companies saw their sales 
decline, as the following table demonstrates: 
Company 1957 sales 1958 sales 
(Millions $) 


Bell Aircraft $ 202.3 $ 183.0 
Curtis Wright 598.6 388.8 
United Aircraft 1,232.9 1,200.4 
North American Aviation 1,243.8 904.0 
Republic Aviation 269.0 218.6 
General Dynamics 1,562.5 1,511.5 


On the other hand, good gains were scored by the 
following companies: 


Boeing 1,596.5 1,711.9 
Lockheed 868.3 962.7 
Martin 423.9 483.6 
McDonnell Aircraft 336.3 442.4 
Douglas Aircraft 1,091.4 .1,209.9 


Significantly, both lists contain a substantial num- 
ber of truly major companies in the industry, in- 
dicating that the vissicitudes of the defense pro- 
gram are not confined to small and untried com- 
panies. 


Missiles and Electronics to the Fore 


Special circumstances account for the advance or 
decline for each company, but with a few notable 
exceptions it is indicative of the current trend that 
most of the companies that scored gains last year 
have well developed advanced projects involving 
missiles or electronics, the two darlings of the 
space age. Lockheed, for example, gathered in over 
30 percent of its income from the activities of its 
Missile-Satellite Division; McDonnell’s missile ac- 
tivities are just moving into high gear, but signifi- 
cant revenues last year were already forthcoming 
from airframe and engine units for Bendix’s Talos 
missile; and Martin Co., traditionally an aircraft 
producer, derived 60 percent of its revenues last 
year from missiles and electronics. 

Of course most of the other companies in the in- 
dustry are also involved in these fields, but so far 
the fruits are going to the early leaders. Moreover, 
there is every indication that the leaders are deter- 
mined to stay out ahead with radically new “Buck 
Rogers” devices. High on the list of these new “gad- 
gets” are two fantastic new weapons systems: the 
Bold Orion, and the Dyna-Soar. 

Interestingly enough, Martin Co., despite its de- 


274 


emphasis of aircraft business—and possibly in re- 
sponse to its now heavy participation in electron- 
ics—is a major factor in both of these new weapons 
systems. However, contracts are yet to be awarded 
on both. 

The Dyna-Soar is fast aproaching the contract 
date—probably around June 30th of this year. 
Stockholders in many companies, whether they real- 
ize it or not have a heavy stake in this project. The 
weapon is designed to be a globe-circling manned 
satellite than can literally keep the entire world un- 
der surveillance. Martin heads up one team vying 
for the contract, boasting such well known com- 
panies as Bendix, Bell, Minneapolis-Honeywell and 
American Machine & Foundry, on its side. The 
other team, headed by Boeing, is comprised of 
North American Aviation, Aerojet General, Gen- 
eral Electric, Thompson Ramo - Wooldridge and 
Chance Vought. To the winner of this competition 
will obviously go years of juicy contracts, since it is 
not expected that the project can be completed be- 
fore 1963. 

The Bold Orion, with Martin again a principal 
competitor, is an air-to-surface missile, designed 
to be our principal defense weapon in the absence 
of a fool-proof intercontinental ballistic missile. 
With the Bold Orion, our long range bombers will 
be able to strike at targets anywhere in the world 
from hundred of miles away. This “stand off” abil- 
ity should make our bomber force almost imper- 
vious to anti-aircraft attack. 





New Horizons 


Despite their sensational nature however, the 
Dyna-Soar and the Bold-Orion are but two of the 
many new weapons systems that are shaping the 
future for the aircraft industry. How radical the 
change has already become can be seen from the 
fact that the number of missiles projects that each 
company is engaged in has little or no relation to its 
former activities in the aircraft field. In fact, 
Aerojet General, participating in 14 missile projects 
as a major contractor tops the list, followed closely 
by Thiokol, which is involved in 11 projects. Douglas 
comes next with 10, but Boeing is currently a prime 
contractor in only two, North American in 6 and 
Martin in 8. A host of other companies, of course 
are involved in one, two three or four projects. 

But the wheel spins quickly in this space age, 
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Comprehensive Statistics Comparing the Position of Leading Aircraft Companies 
Curtiss- North 

Figures are in millions except Boeing Wright Douglas General Lockheed American United 
where otherwise stated. Airplane Corp. Aircraft Dynamics Aircraft Aviation Aircraft 
CAPITALIZATION: 
Long Term Debt (Stated Valve) ................... $ 70.5 - $ 87.9 $ 905 $ 48.3 —_ 
Preferred Stock (Stated Valve) .................. , _ s 53 - _ _ _ _ 
No. of Common Shares Outstanding (000) 7,320 7,664 3,816 9,909 6,313 8,015 6,372 
Capitalization $ 183.8 $ 8.3 $ 119.7 $ 100.4 $ 51.4 $ 8.0 $ 35.2 
Total Surplus $ 88.2 $ 199.9 $ 144.55 $ 264.9 $ 133.4 $ 176.4 $ 211.2 
INCOME ACCOUNT: Fiscal Year Ended ..... 12/31/58 12/31/58 11/30/58 12/31/58 12/28/58 9/30/58 12/31/58 
I ita Naat caat alain $1,711.9 $ 388.8 $1,20a9 $1,511.4 $ 962.6 $ 904.0 $1,200.4 
Deprec., Depletion, Amort., etc. ................... $ 50.4 $ 7.3 $ 1246 $ 179 S a $ 146 $ 23.3 
RII i ainsisecrmneeninhinaingnnnnied $ 32.2 $ 192 $ 208 $ 348 $ 195 $ 284 $ 446 
Interest Charges, ete. .......... ; $ 50 _ $ 79 $ 2.0 $ 5.1 $ 2.4 $ 22 
Balance for Common .......................... $ 29.3 $ 25.0 $ 168 $ 36.7 $ 18.5 $ 26.7 $ 42.3 
Operating Margin ........... 2.0% 10.4% 3.9% 4.7% 4.1% 5.7% 7.2% 
Net Profit Margin ............. ; 1.7% 6.4% 1.4% 2.4% 1.9% 2.8% 3.5% 
Percent Earned on Invested Capital ... 14.5% 12.0% 9.4% 13.3% 13.4% 14.5% 15.2% 
Earned Per Common Share™ ............000000 $ 4.01 $ 3.11 $ 441 $ 3.71 $s 2.94 $ 3.34 $ 6.41 
BALANCE SHEET: Fiscal Year Ended ....... 12/31/58 12/31/58 11/30/58 12/31/58 12/28/58 9/30/58 12/31/58 
Cash and Marketable Securities ......... $ 465 $ 47.2 $ 61.3 $ 53.7 $ 38.0 $ 38.0 $ 445 
Inventories, Net .............. paleo spingel $ 245.2! $ 72.8 $ 277.44 $ 376.8 $ 249.9 $ 62.2 $ 186.6 
SL Ts $ 62.07 $ 40.9 $ 66.0 $ 1148 $ 1454 $ 103.5 
ee ae $ 182.0 $ 396.0 $ 500.1 $ 423.4 $ 257.4 $ 3346 
I  seciceeienanicialnianantsle $ 333.1 $ 55.0 $ 208.6 $ 284.3 $ 318.4 $ 127.0 $ 1870 
Working Capital .................... oe $ 127.0 $ 187.4 $ 215.8 $ 105.0 $ 1304 $ 14746 
Current Ratio (C. A. to C. L.) ........... 1.6 3.3 1.9 1.7 1.3 2.0 1.8 
Fixed Assets, Net $ 794 $ 77.5 $ 71.9 $ 141.7 $ 63.8 $ 524 $ 123.7 
I aia inieticiiashincadliiiniinhsscidusaneninen $ 605.3 $ 262.2 $ 472.8 $ 651.1 $ 508.4 $ 311.4 $ 470.0 
Cash Assets Per Share ................... cihiidacel, a 6.35 $ 6.16 $ 16.06 $ 5.42 $ 6.17 $ 4.75 $ 6.98 
Inventories as Percent of Sales ...... . ~ — = — 26.0% 6.8% 15.5% 
Inventories as % of Current Assets ............. - _ - 59.0% 24.1% 55.7% 
1_jncludes accumulated charges on fixed type contracts. 4—Including cost fixed fee contracts. 
2—Includes accounts and estimated balances received from U. S. 5—Includes unreimbursed expenditures. 
3—Class “A” stock (509,405 shares). 























and today’s top dog may be at the bottom of the 
heap tomorrow. 

Just within the last week, in fact, the Air Force 
announced that liquid hydrogen, the ideal chemical 
rocket fuel is now in production at three plants 
in the country. What the ultimate effect will be is 
conjectural, but it is significant that so far Aerojet 
and Thiokol have been top dogs because of their 
pre-eminence in the fuel field. Now, Air Products, 
a relatively small company which is operating two 
of the three plants is moving into the limelight. In 
addition, the Linde Air Products division of Union 
Carbide will soon receive contracts for the same 
fuel. 

Solving the enigma of handling liquid hydrogen 
is a scientific breakthrough of major importance 
and one of which we can all be proud. But it is al- 
ready apparent that even this marvelous achieve- 
ment is but a way station on the road to even more 
powerful fuels. 

For with hydrogen, man reaches the uppermost 
limit of the rocket thrust that can be achieved with 
chemicals. The next step must be nuclear, and al- 
ready substantial progress has ben made along these 
lines. At the moment the enormous heat of a nuclear 
rocket engine presents a stumbling block that ap- 
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pears insurmountable. Yet less than two years ago, 
in an article in this magazine on rocket fuels it was 
pointed out that scientists viewed the safe handling 
of hydrogen as a virtual impossibility since it had 
to be kept below a temperature of 420° below zero 
at all times. The challenge of the impossible is met 
head on for in this day and age we recognize no 
limitations. 


Outlook for Individual Companies 


Without belaboring the point, any appraisal of 
the aircraft companies must remain cognizant of 
the extraordinary rapidity of these changes. The 
manned aircraft will be with us for a long time, but 
its days as a combat vehicle are numbered never- 
theless. For transport and reconnaisance purposes, 
of course, it will remain useful, but barring a radi- 
cal change in the international picture, missiles will 
account for an ever increasing share of the defense 
dollar, while aircraft will diminish in importance. 
A cautious investor, therefore, will look carefully 
at a company’s background in missiles and elec- 
tronics before making long range commitments in 
the industry. 


Of course, the com- (Please turn to page 298) 
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PART TWO 





A Sound Approach To... 
FIRST QUARTER REPORTS 


By Ward Gates 


HE tremendous surge in corporate profits in the 

first quarter of 1959 is the most important eco- 
nomic news in many years, since it offers proof- 
positive that the American economy is even more 
dynamic than its most ardent admirers had sup- 
posed. 

It may well be, however, that the long-range poli- 
tical impact of these earnings will play an even 
greater role in our collective lives. For the huge 
sums generated (some estimates run as high as a 
pre-tax annual profit rate of $50 billion—an all- 
time record) will pour untold billions into the pub- 
lic coffers at a time when taxpayers are becoming 
ever more aware of the spendthrift and boondog- 
gling habits of our politicians. 

Just a few months ago, with the economy wallow- 
ing in recession, John Q. Public viewed the prospect 
of federal deficits with equanimity, allowing that 
it was the unfortunate but inevitable consequence 
of a governmental system charged by law with the 
responsibility for maintaining high level employ- 
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ment, or keeping up the income of its citizens 
through unemployment insurance and other welfare 
measures. Today, however, after corporate enter- 
prise in its first quarter performance has written a 
resounding finis to the recession, there are growing 
indications that the public is casting a wary eye at 
legislators and government agencies that threaten to 
fritter away the fruits of the recovery in waste, 
log-rolling vote getting and other wasteful projects 
at the expense of the taxpayer, instead of finding 
ways and means for cutting taxes. 

One of the main reasons for this new awareness— 
and growing resentment—is the sharply contrast- 
ing portraits businessmen and politicians have pre- 
sented to the public in the opening months of 1959. 
Corporate managers, struggling with the vicissi- 
tudes of a rapidly changing economy, became a 
nose-to-the grindstone class during the low point 
of the recession. And by dint of intelligence, hard 
work and elaborately devised cost-cutting schemes, 
emerged victorious with an almost record smashing 
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Quarterly Comparison of Sales and Earnings 
1959 __ 1958 
Ist Quarter 4th Quarter 3rd Quarter 2nd Quarter Ist Quarter 
Net Net Net Net Net Net Net Net Net Net 
Sales Per Sales Per Sales Per Sales Per Sales Per 
(mil.) Share (mil.) Share (mil.) Share (mil.) Share (mil.) Share 
IO TID csceinssierinicninicnn $227.0 $ .45 $241.5 $ .54 $325.9 $1.17 $249.4 $ .67 $220.1 $ .41 
American Machine & Metals . 14.7 -50 11.8 1.57 9.8 -95 10.9 1.21 12.4 45 
American Viscose ....... 0.00 62.5 71 18.3 80 58.2 48 47.0 d 05 49.3 13 
SINE SIIIIIN - oiccenisnniesinibiinieisiiasiebietin 259.2 1.43 251.1 1.60 210.3 -87 215.5 79 192.4 63 
eee 66.8 -83 67.3 77 63.6 70 60.9 61 57.9 50 
ne 15.9 91 17.0 95 16.8 1.20 16.6 95 15.1 71 
Bethlehem Steel ..................... 615.9 1.06 529.9 1.24 472.3 55 506.0 61 497.5 52 
STII «duis sitadscntsticaemanndien 220.6 94 234.0 1.32 231.3 1.43 230.6 1.45 218.9 .87 
CO EEE 149.7 .87 137.0 1.39 129.2 38 135.9 51 130.8 56 
Brunswick-Balke-Collender Co. 27.1 57 44.4 1.63 78.2 3.21 37.3 1.14 27.8 37 
; Chrysler Corp. ...cccceccceeseeesoeee 690.5 1.75 697.2 1.30 411.0 42.29 537.2 41.16 537.2 41.74 
; Clark Equipment .................... 44.3 1.01 39.9 .88 38.0 71 36.3 69 28.2 42 
: Continental Can... 236.9 49 253.2 .60 328.4 1.47 257.9 84 240.8 .60 
Eastman Kodak ...............0000 189.8! -50! 229.6" 1.83* 197.3! 1.37! 189.1! 1.171 164.4! 38! 
SUNT IID sccscectesstsiinisacieniniicanands 1,475.3 2.46 1,938.3 2.05 695.6 d 39 1,095.8 42 1,095.8 55 
General Amer. Transport. ........ N.A. 74 48.2 79 49.9 76 52.8 78 55.1 73 
General Motors ................00000 3,206.1 1.03 2,777.7 82 1,622.9 22 2,309.8 52 2,721.3 65 
ND GID cvscccecsctnices 195.8 1.15 188.8 1.34 174.4 1.01 172.0 89 161.9 70 
SII TED cinsienctinsseibiinindbstniaansio ——  * 2.06 1,467.15 3.86 - 2.73 1,302.2% 1.77 - 1.87 
NIE TT ssscesiiaisichettingimsamnsteiais 2.11.9 1.02 178.2 91 167.5 70 159.9 70 150.2 46 
Jones & Langhiin ................... 236.3 1.97 191.4 1.34 161.8 81 156.2 47 144.5 17 
Kaiser Aluminum & Chemical 91.7 17 102.3 37 107.8 .40 98.5 29 99.8 37 
ID TIE, Sts rnincvineentninsinaevense 51.9 38 61.7 1.21 66.8 61 66.8 .80 63.7 35 
Liggett & Myers .........-..cccceee 130.1 1.71 144.1 2.11 145.6 2.14 142.2 1.91 124.0 1.44 
gn eeeere 20.5 -85 17.6 78 22.5 1.10 23.1 1.14 18.6 73 
SEE. TIA « crstieeonenienens 36.9 .80 35.3 1.19 34.3 .87 36.2 74 35.8 71 
Lone Star Cement ............. ‘ 20.4 38 26.1 .63 29.9 64 25.9 -53 17.7 26 
Mart © Ge. ...0.0. 56.0 73 52.8 50 52.4 68 51.3 72 50.2 .63 
National Biscuit 101.4 74 105.9 1.03 102.3 70 103.4 74 101.7 71 
National Steel .................. onan 197.6 2.20 158.6 1.94 150.0 1.47 117.8 88 113.4 51 
Olin Mathi Ch -48 163.0 d 19 162.7 5 148.0 4! 127.6 33 
Pennsalt Chemicals 95 19.2 65 20.8 81 20.0 -82 18.5 58 
Phillips Petroleum 75 289.8 .62 264.2 -62 250.7 46 261.7 .60 
Pittsburgh Plate Glass ........... 110.2 38 113.0 73 151.0 1.22 132.2 78 117.3 51 
Reichhold Chemicals ............. 22.3 .23 19.6 21 19.9 40 18.7 .30 15.8 5 
ns OI 321.4 1.71 271.7 1.46 221.3 -97 226.6 98 190.6 55 
re I EP sciivcseremirnnns 95.2 64 115.6 90 88.7 59 90.7 5) 84.9 42 
r- Schering Corp. ........-ccssvses00 19.8 65 16.8 78 20.4 84 17.7 59 20.4 85 
i. =f ee 337.2 1.12 316.2 92 281.6 69 268.4 55 325.9 99 
at SI: SITET -csicecenisticnnssennnssisstetinsioite 68.3 1.16 68.1 1.77 63.2 1.22 58.8 79 63.5 1.04 
to Standard Oil of N. J. ........... 2,018.0 78 1,815.5 39 2,008.0 .83 1,890.0 61 1,890.0 72 
e, Sutherland Paper .................+ 15.9 42 15.7 45 16.0 50 15.4 54 14.8 54 
ts Thompson Ramo Wooldridge 91.2 72 136.0 1.05 63.0 51 67.6 62 86.8 65 
1g Union Oil of California ......... 100.4 60 102.4 53 107.6 1.19 104.0 69 96.9 73 
RS Ea 249.0 1.55 263.5 .66 204.0 74 206.8 61 196.2 45 
| GS Eee 1,077.5 1.86 937.0 1.57 872.1 1.28 863.0 1.25 800.0 1.04 
- Warner-Lambert Pharm. ......... 43.4 1.27 37.4 1.63 51.5 1.89 38.9 85 41.1 1.25 
). Westinghouse Elec. ..............+« 440.0 81 511.2 1.46 460.5 1.09 474.6 97 449.3 73 
i- Yale & Towne Mfg. ............... 29.1 23 30.0 36 27.1 34 28.7 30 29.8 32 
a Youngstown Sheet & Tube ... 184.4 3.33 145.2 2.91 118.0 1.06 122.6 1.23 115.3 1.04 
t ON Ewan 59.2 3.37 66.9 5.66 53.6 3.60 32.3 97 42.1 2.07 
d d—Deficit. 1-12 weeks. 36 months. 
by N.A.—Not available. 2-16 weeks. 
xy 
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performance in the first three months of the year. 

During the same period, however, taxpayers were 
exposed to numerous examples of payroll packing 
by several congressmen; the ridiculous farce of an 
Air Force Academy complete with plush officer’s 
and non-com clubs, swimming pools, golf courses, 
etc., etc, but devoid of an airfield for instructing 
our future air generals in the rudiments of flight; 
and other equally appalling examples of waste, 
negligence and complete mishandling of public 
funds. 

One noted financial authority has estimated chari- 
tably that waste alone consumes 20 percent of the 
taxpayers money. It is probably higher. One thing 
is certain however: the extraordinary efforts of 
businessmen to right the economy, and in the pro- 
cess to bolster the dollar will go for nought if gov- 
ernmental agencies persist in treating tax revenues 
as a treasure chest for feathering the nests of 
special interests. 

On the following pages, as in Part I of this re- 
port which appeared in the previous issue of The 
Magazine Of Wall Street, we will demonstrate 
dramatically the job American corporations have 
done in swinging the country from recession to 
prosperity in six short months. Would that six 
months from now we can dedicate a similar piece 
to our politicians. 


Our Steel Spine 


As in part I, it is imperative that readers remain 
aware that earnings comparisons in the first three 
months of the year are being made with a severely 
depressed first quarter of 1958. Nevertheless, it is 
also true that this year’s opening period represents 
the third in a succession of improving quarters, in- 
dicating that today’s profits are not flukes, but the 
genuine culmination of a real recovery movement. 
Furthermore, all indications point to an equally im- 
pressive second quarter. 

After that, the key to the business outlook will 
rest largely with the steel industry. From its recent 
verformance, however, our future could not be in 
better hands. U.S. Steel, for example reported a 70 
percent increase in earnings over a year ago, and 
the highest sales figures for at least five quarters. 
Per share net equalled $1.86 aaginst only $1.04 in 
last year’s opening period, but fell short of the 
$2.03 reported in the same period of 1957. Even 
here, however, the comparison is not completely 
fair, for it fails to note that Big Steel’s operations 
continued to accelerate all through this year’s first 
quarter. Operations averaged 82 percent of enlarged 
capacity, but the quarter began slowly. By its end, 
the company was operating at 96 percent of capa- 
city, and from all indications will continue at or 
above that level through most of the second quarter. 

Of course, the big question in Steel’s operations 
is the impending wage negotiation battle, for what- 
ever its outcome, the entire economy is bound to 
be affected. Specifically, there is no way of knowing 
for certain, at this juncture, how much of today’s 
frantic steel buying is hedge buying and how much 
represents solid orders for meeting current needs. 
It is encouraging, though, to note that several auto 

makers and at least one railway equipment maker 
(American Brake Shoe) have already stated that 
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current demand is so strong that they have not 
been able to accumulate steel inventories, despite 
their efforts. 

It appears, therefore, that barring a disastrously 
prolonged strike, the dip in steel output will be 
modest in the latter months of the year. In fact, 
with demand still strong, the consumption of in- 
ventories during the strike may lead to higher than 
expected operating rates after the strike. 

If, on the other hand, there is no strike, output 
may recede somewhat, but U.S. Steel, and the others 
in the industry will not be subjected to the severe 
punishment of several weeks or months with no 
earnings whatsoever. 


Machinery Makers Score 


With a few exceptions, the nation’s machinery 
and heavy equipment makers scored impressive 
gains in the first quarter. Clark Equipment, a leading 
manufacturer of fork lift trucks and other autv- 
matic equipment, punctuated its quarter-by-quarter 
recovery pattern with a resounding $44 million in 
sales and earnings of $1.01 per share. A year ago 
sales were $28 million and earnings were only 42¢ 
per share. 

It is significant that Clark has been able to re- 
cover so strongly despite the fact that new plant 
and equipment spending is still well below record 
levels. The company should reap exceptional bene- 
fits, therefore, if capital spending picks up more 
than expected in the second half of the year. 

Among the other heavy equipment makers, farm 
machinery producers continue to enjoy the good 
demand so evident during the latter half of last 
year. Deere & Co., in fact, which just completed its 
second fiscal quarter reported sales for the six 
months ended April 30, 30 percent above the same 
period a year ago. Per share earnings of $2.25 were 
also well ahead. 

In the last week or two however, one omin- 
ous cloud has come into the farm equipment picture 
that will bear close watching. International Harvester 
announced that it was shipping enough equipment 
into this country from foreign plants, making un- 
necessary the reopening of some of its recession- 
shut plants in this country. Competitive factors will 
obviously soon induce Deere and others to follow 
the lead. However, what is most disturbing here is 
that our domestic companies usually export about 
25 percent of their output. If this demand can now 
be met from abroad it will make a serious dent in 
our export program. 

This latter development takes on serious propor- 
tions in view of the recent acceleration in our gold 
outflow. Once again, while businessmen have bol- 
stered the dollar with good business, political de- 
cisions and the failure of government to meet the 
wage-price spiral head on, have led to a cost dis- 
advantage and a situation which poses a further 
threat to the dollar. 


Outstanding Performers 


In addition to the generally fine showing in the 
first quarter, several companies stand out for ex- 
ceptional achievement. Moreover, not a few are com- 
panies that have been discussed frequently on these 
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pages. Zenith, for instance, continued to match its 
high-flying stock with equally impressive earnings. 
A year ago, the company was one of the few to 
show good results, with sales of $42 million and 
per share earnings of $2.07. However, the com- 
pany’s management could well have echoed Al Jo)- 
son’s famous “you ain’t seen nothin’ yet.” For this 
year, sales climbed to $59 million in the first three 
months and earnings soared to $3.37 per share. Of 
course, these figures are down from the normally 
very strong fourth quarter, but they are head and 
shoulders above all previous first quarters. 

It was interesting to note that the runaway mar- 
xet in Zenith was stamped for what it was when 
the management in an annual statement disclaimed 
responsibility for the enormous rise due more to the 
small floating supply of the stock than the excellent 
record and outlook for the company. 

Goodrich (B.F.), and U.S. Rubber also distinguished 
themselves in the first quarter. Goodrich’s opera- 
tions were cut sharply a year ago and sales slipped 
to $162 million and earnings to 70¢ per share. 
Things got progressively better thereafter, how- 
ever, and per share net in the first three months of 
this year climbed to $1.15. Better sales to auto com- 
panies helped, but cost cutting contributed impor- 
tantly in the improved showing. 

U. S. Rubber, which was the subject of a detailed 
study in a recent issue of this magazine (March 28, 
1959) lived up to advanced billing. Sales rose 
over $50 million in the first quarter and net income 
ballooned over 300 per cent to $1.55 per share from 
45¢ in the same period a year ago. Of particular 
significance for U. S. Rubber shareholders is the 
fact that so far operations do not reflect the com- 
pany’s new synthetic “natural” rubber announced 
several months ago. Thus, further improvement 
appears probable through the balance of the year. 

Another of the outstanding performers was 
American Viscose, a leading producer of synthetic 
fibers. In the doldrums along with the rest of the 
textile industry for almost three years, Viscose 
scored impressively from several sectors in the 
opening period of the year. From its own operations, 
the company earned 71¢ per share compared with 
only 13¢ a year ago. However, at the same time its 
50 percent owned subsidiary, Chemstrand, also en- 
joyed a record period, scoring earnings equivalent 
to another 75¢ for each share of Viscose. Since the 
groundwork has been laid for the payment of divi- 
dends to Chemstrand’s parents (one was paid at 
year-end as predicted in this magazine), the sub- 
sidiary’s earnings are a real factor in Viscose’s 
future. With the outlook for all segments of its busi- 
ness looking up, a return to 50¢ quarterly payments 
appears in the offing before too many months have 
passed. 


Costs Still Under Control 


Management’s excellence stands out in most re- 
ports, but it is nowhere more evident than in those 
cases where sales failed to match last year’s first 
quarter but earnings advanced nevertheless. At 
Westinghouse, the long expected decline in utility 
equipment billings dropped first quarter sales 2 
percent below the comparable period of last year. 
However, a eombination of rigid cost control and 
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drastic internal reorganization increased profit mar- 
gins enough to raise earnings from 73¢ to 81¢ per 
share. 

Of particular importance for Westinghouse in the 
first quarter was the strength exhibited in lines 
that have been a drag on earnings in recent years. 
Appliance sales have soared, and bookings have 
climbed sharply for residential heating and air- 
conditioning equipment and electrical equipment for 
industry. If these products hold up as utility busi- 
ness expands the company’s earnings could soar 
later in the year and in early 1960. 

In a similar vein, Atlas Powder, by varying its 
product mix and controlling its costs translated a 
minor sales increase from $15.1 million to $15.9 
million into a 28 percent earnings advance from 71¢ 
per share a year ago to 9l¢ in the quarter just 
ended. 


Steady Earners 


Last year, major food and other producers of 
goods close to the consumer stood out as outstand- 
ing performers. By contrast, their record in this 
year’s first quarter is unsensational, yet it is im- 
pressive in its steadiness. Of course, it is this same 
steadiness which put the stocks in good demand 
a year ago, but has relegated them to a back seat 
in recent market activity. 

Lily-Tulip, as most others in the group, continued 
to make progress. Sales advanced to $20.5 million 
from $18.6 million a year ago and earnings rose to 
85¢ per share from 73¢. Of special significance is 
the fact that the start up expenses of the company’s 
new California plant have now been completely 
absorbed, paving the way for further improvement. 
Moreover, the company’s new plastics division ap- 
pears to be a real source of new earnings power 
since sales from this operation jumped 130 percent 
in the period. 

Borden’s also continued its slow but deliberate 
improvement. Sales rose slightly to $220.6 million 
in the first quarter and earnings rose to 94¢ per 
share from 87¢. National Biscuit, on the other hand 
suffered a very small decline in sales, but was able 
to report higher per share earnings. The small rise 
to 74¢ from 71¢ means little, except that it does 
represent an improvement in profit margins, a fac- 
tor which could take on added significance as the 
year progresses. 


Resurgent Companies 


For stockholders in several important companies 
there is evidence of real recovery after particularly 
trying times. Armstrong Cork, a major producer of 
building materials missed the boat for several years 
because of poor product mix and inadequate capa- 
city. Now the situation has been remedied, and 
fortunately for the company, home building re- 
mains strong. 

Sales, in this year’s opening period, advanced 
strongly to almost $67 million from $58 million a 
year ago and earnings climbed over 60 percent to 
83¢ per share from 50¢. If new homebuilding re- 
mains above an annual rate of 1,000,000 units, Arm- 
strong, sow geared to more profitable operations, 
should fare well. (Please turn to page 308) 
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N MORE ways than one, the Airlines came of age 
in 1958. Last year was the 21st year of airline 
operations under the CAA, and it was a year which 
saw the inauguration of jet flight on a commercial 
basis. Coming of age has its problems, though, and 
last year sharply pointed up the challenges which 
the industry must meet in the coming era. 


Fly Now, Pay Later 


One of the biggest headaches facing the Airlines 
was, and to some extent still is, the tremendous cost 
of the new jet and turbo-jet equipment. Orders have 
been placed with manufacturers for the purchase 
of over $2 billion worth of new planes in the next 
five years, but the carriers’ equity base has been 
woefully narrow, amounting to only around $6.5 
million. To expand this base, new financing has be- 
come necessary; which in turn brings up further 
problems. The ready availability of fresh capital re- 
quires demonstration of a solid earnings base—and 
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AIRLINES’ 
PROFITS 


— But Is the Runway 
Cleared for Takeoff? 


By JONATHAN DODGE 


> How to meet the challenge of the jet age 


& Financing and cost problems 


> Earnings-dividend outlook for the individual 
companies 


in 1958, partly due to the economic recession, the in- 
dustry’s usual traffic growth rate of 13% to 18% 
annually was completely disrupted. Despite two rate 
increases, year to year earnings comparisons were 


—a@_ miserable. 


In order to boost reported earnings, many of the 
airlines changed their accounting procedures and 
following a CAB order, depreciation charges were 
slowed down. Now, a $2.5 million plane is depre- 
ciated over seven rather than five years and some 
$150,000 a year is added to earnings. Today, both 
the traveller and the aircraft he is riding in, are 
on a “fly now, pay later” basis. While undoubtably 
a real increase in earnings will be forthcoming as 
traffic volume picks up, interest charges on the sub- 
stantial debt incurred to finance purchase of the 
new equipment will be heavy; and the common 
stockholder must face the fact that earnings will! be 
diluted as a result of the sale of equity securities. 


If You’ve Got To Get There, Take The Train 


1958 was a year of disastrous work stoppages, 
from the point of view of both the companies and 
the travelling public. Last year more man hours 
were lost in the industry due to strikes than in the 
previous twenty years combined. Over 2.5 million 
passengers suffered chaotic rupture of travel plans, 


THE MAGAZINE OF WALL STREET 


DESTINATION: 





5 


-—a wh & 


TT. -— . -—.. oo. 











lual 


in- 
3% 
ate 
ere 


the 
nd 
are 
re- 
me 
ith 
ire 
ly 
as 
ib- 
he 
on 
be 





TERY ser 


aw 


—— 


ORT RR oe 


—_————— Earnings Per Share 
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d—Deficit. 
3—Plus stock. 

American Airlines: largest domestic carrier. Flies over 14,000 route miles 
Stock appears rather fully valued, but remains atractive for longer pull. 
BI 

Braniff Airways: 8th largest domestic line, flies some 16,000 route miles 
including international. Good growth potential but stock not cheap. C1 
Capital Airlines: 5th largest U.S. Carrier, flying 5,500 route miles. As- 
suming financial troubles can be ironed out, stock has speculative appeal 


Delta Air Lines: 6th largest domestic line, flying 13,000 route miles 
Despite recent runup, stock still has some possibilities. C1 
Eastern Air Lines: 5th largest domestic line. Serves important North 
South route. Very interesting potential. 1 
National Airlines: 7th largest domestic carrier. Serves Eastern seaboord 
RATINGS: A—Best grade. 

B—Good grade. 

C—Speculative. 

D—Unattractive. 








and in many cases were forced to secure other 
means of transportation. It should be remembered 
that labor costs are extremely high for the airlines; 
40¢ out of the revenue dollar for personnel con- 
stitutes the airlines’ largest single expense. 

Last year also emphasized further the increasing 
need for improved traffic control in the nation’s air- 
ways which are coming to resemble outdated high- 
ways. Flight operations are putting a larger and 
larger burden on control towers; some 26.6 million 
operations were reported last year against 19.5 
million as recently as 1955. Regrettably, safety in 
the air is not yet assured despite the gains and ef- 
forts that have been made. In 1939 the fatality rate 
per 100 million miles for the domestic carriers was 
1.2; in 1958 it was 0.45; but last year 113 persons 
died in airline accidents and there is unfortunately 
no record of the number of persons who came near 
to being scared to death in an incredible number of 
near misses. In 1957 the domestic fatality rate was 
2.6 on the highways versus only 0.12 in the air. 
(For those who wish proof that the best place to 
stay is in bed, the fatality rate in that vear for the 
bus riding public was 0.13 and 0.07 on the trains.) 


You’d Be There Now If You’d Gone by Plane 


3ut most people are in a hurry to get someplace, 
and the advantages of the plane in this respect are 
obvious. Furthermore, airline service is improving. 
It is interesting to note that from 1949 to 1958 the 
rail time between Chicago and New York was trim- 
med not a whit, while over the same period air serv- 


“AY 23, 1959 








Statistical Data on Leading Airline Companies 


Year Year —Ist Quarter— 

1957 1958 1958 1959 1958 1959* 
American Airlines ................cccccccccceceeee $1.31 $1.94 $ .12 4$.26 $1.00 $1.00 31 3.2% 3358-1458 
BR een reer ; 59 1.01 14 326 .60 .60 16 3.7 1758- 67% 
Capital Airlines ....... 43.53 .23 41.61 41.03 _ — 20 a 2378-10% 
I a tices 2.34! 95! .30° 2.89- .30 1.20 33 3.6 3658-164 
RR 3.21 2.34 74 69 1.00% 1.00 4! 2.4 46'2-29'8 
National Airlines ................... ane 2.73! d 54! d 54° 1.422 4 5 24 _ 29%2-12% 
Northwest Airlines ........................ ae 3.56 4.06 d .60 d 04 .80 .80 40 2.0 46'28-10' 
Pan American Worid Airwoys ....... 1.35 80% d 55 82 .80 .80 31 2.5 35'e-12%4 
Trans World Airlines .000...00...00000... @ .23 d 26 41.56 d 57 ~ - 21 ~ 23'4-10%2 
FO aoe n = 2.28 3.88 dot 50 503 50% 38 1.3 40%-21'4 
Western Air Lines ......... _ - 2.83 1.51 -15 1.02 80% 80% 33 2.4 38 -19% 


2—9 months ended March 31. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 


Price Range 
1958-1959 


Recent Div. 
Yield 


Dividends Per Share 
Indicated Price 


4—Paid 12'2% stock. 
5—Paid 5% stock thus for in 1959. 
6_Estimated. 


Stock does not seem overpriced. B81 

Norrhwest Airlines: One of smaller carriers. For combination of reasons, 
including stock dilution, does not appeor attractive at this time except as 
a speculation. Cl 

Pan American: large:{ oir carrier in world. Stock has runup and ap 
pears somewhat overvalued. 81! 


Trans World Airlines: 4th largest domestic corrier. Has hod a runup 


Stock continues to be speculative. C1 

United Air Lines: 2nd largest carrier in U.S. Despite modest dividend, 
stock appears attractive at this time for longer term. B81 

Western Airlines: 10th largest domestic line. Stock seems reasonably 
priced though perhaps not overly dynamic. Cl 








ice between the same two points was cut from 2 


hours 55 minutes to 2 hours 25 minutes, or 17.1%. 
And, while rail fares over the route went up 88% 
in those years, the airline fare was increased by 
only 9%. 

To provide the passenger with steadily improving 
service costs money, however, both for equipment 
and personnel required to keep the planes moving. 
Operating revenues have grown, of course, but so 
have operating expenses. Total operating revenues 
for the domestic carriers last year was $1,513,019,- 
000—and total operating expenses were $1,418,486,- 
000. Flying expenses accounted for some 31% of 
the total, maintenance 19%, general services and 
administration 39%, and depreciation and amorti- 
zation 11%. 


The Outlook 


Some indications of what 1959 will bring can be 
derived from first quarter results which point to- 
wards a record year for domestic operations, a new 
period of prosperity, and restoration of the indus- 
try’s historic growth pattern. For the first three 
months, passenger revenue miles climbed to 6.2! 
billion versus 5.79 billion for the same period last 
vear; the gain for March alone was 14%. This 
healthy increase in traffic has helped bolster the in- 
dustry’s confidence in its expensive re-equipment 
program. Contributing to the rise in traffic is the 
new equipment itself. For example, American Air- 
lines reports a rosy 95% load factor on its trans- 
continental turbo-jet flights, an indication that new 
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Comprehensive Statistics Comparing the Position of Leading Airline Companies 

Eastern Pan Amer. Trans United 
Figures are in millions except American Air Northwest World World Air 
where otherwise stated. Airlines Lines Airlines Airways Airiines Lines 
CAPITALIZATION: 
Long Term Debt (Stated Value) ............................++ $ 77.5 $115.0 $ 34.2 $158.9 $ 67.0 $111.6 
Preferred Stock (Stated Value) $ 12.5 $ 11.4 - - —- 
No. of Common Shares Outstanding (000) ........ 8,011 3,025 1,373 6,662 6,674 3,687 
Capitalization $118.7 $ 59.4 $165.6 $100.4 $148.5 
Total Surplus $103.4 $ 23.0 $127.2 $ 76.8 $ 93.7 
INCOME ACCOUNT: Fiscal Year Ended ............ 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
Total Operating Revenues $317.2 $246.2 $101.9 $313.2 $284.8 $319.9 
Deprec., Depletion, Amort., et. .............ccccccceeeeee $ 22.9 $ 19.7 $ 8.5 $ 31.3 $ 30.0 $ 28.8 
Income Taxes .............00 $ 12.3 $ 3.4 $ 5.46 $ 3.2 - $ 9.1 
Interest Charges, etc. ..... $ 1.0 $ 37 $ 14 $ 3.3 $ 3.7 $ 45 
Balance for Common .......... $ 15.6 $ 7.1 $ 56 $ 5.1 $ 41.7 $ 14.3 
I i aint deaiacieddnaitceabaaindanibainsinenns 8.3% 4.6% 11.8% 2.3% - 10.5% 
I IIE III ccs cnscscasniesiusaseeesmnenesedinncpeussnakensnece 5.0% 2.8% 5.5% 1.6% - 4.4% 
Percent Earned on Invested Capital as 11.6% 6.6% 11.6% 3.8% - 10.9% 
eee $ 1.94 $ 2.34 $ 4.06 $ 82 $4 26 $ 3.88 
BALANCE SHEET: Fiscal Year Ended .................. 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 12/31/58 
Cash and Marketable Securities $ 65.4 $ 48.0 $ 13.4 $ 32.4 $ 41.1 $ 52.6 
Inventories, Net $ 7.2 $ 2.1 $ 63 $ 12.5 $ 2.7 
Receivables, Net $ 9.0 $ 11.7 $ 47.7 $ 23.9 $ 44.3 
ae $ 64.3 $ 27.6 $ 96.7 $ 80.1 $101.0 
Current Liabilities . $ 25.7 $ 17.3 $ 54.8 $ 64.6 $ 73.1 
Working Capital $ 35.1 $ 38.6 $ 10.3 $ 41.9 $ 15.5 $ 27.9 
EE ee ronroneee 1.4 2.5 1.6 1.7 1.2 1.4 
I saad c aelakcnicainmanconcnaeeniinions $ 28.5 $188.7 $ 65.6 $159.8 $161.2 $229.6 
EEE ee ee aN eer OR ae eT REE $316.6 $258.9 $105.0 $361.8 $254.2 $332.9 
BRE I CI III a cmeesnsecssnedtanssanniciinnevennemiesiie $ 8.16 $ 15.87 $ 9.75 $ 4.87 $ 6.16 $ 14.27 
d—Deficit. 




















traffic and new markets will add further to volume. 

The domestic airlines are certainly off to a good 
start, and there seems little doubt that the industry 
will register a 10% to 15% increase in traffic 
growth. The airlines will in 1959 operate under the 
benefit of a full year of higher fares with another 
increase of about 4% expected next month or the 
month after, when last year’s interim increase ex- 
pires. Most of the companies will not face labor ne- 
gotiations this year, to their relief—and in brief 
the weather looks good. . . 


But Is The Runway Cleared For Takeoff? 


The dawn of the jet age brings a tremendous chal- 
lenge. From 1946 to 1955 domestic airlines seat 
capacity increase around 22.5 billion; now, the in- 
dustry with its new shiny equipment must demon- 
strate that it can accomplish the same phenomenal 
increase in 3 instead of ten years. On the basis of 
equipment already received or soon to be delivered, 
some 20 billion new seat miles will have to be filled 
between now and 1962. Can it be done? To this ob- 
server it indeed appears that the runway is cleared 
for takeoff. The airlines are gradually beginning to 
realize that more passengers (and more revenues) 
wil be forthcoming if greater emphasis is placed 
on schedule reliability, equipment reliability, and 
passenger service, not necessarily aloft. The lure 


of martinis and meals is not as great as the promise 
of dependability. 


And What About The Stockholder? 


Before discussing the individual merits of the 
various companies, some data on the industry may 
be of value. Using the earlier mentioned figures on 
operating income and operating expenses, we find 
that net operating income for the industry last 
year amounted to $94,533,000. After taxes, interest 
etc., net profit was $44,709,000, for a 6.6% return 
on investment and a 3.0% profit margin on sales. 
The Domestic Airlines’ balance sheet in 1958 show- 
ed Current Assets of $456.7 million versus Current 
Liabilities of $323.0 million for a Current Ratio of 
about 1.4 to 1. 

First quarter results for American Airlines reflect- 
ed the pilot’s strike earlier in the year. For the first 
three months revenues were down to $69.5 million, 
2% off the 1958 period figure; however it is esti- 
mated that had it not been for the strike, revenues 
for the quarter would have been near $79 million. 
Per share deficit of 12¢ included a loss from the 
sale of piston-type aircraft and the results com- 
pare with a 19¢ profit in the 1958 period. It is 
expected that for the full year, with the jet fleet 
helping to generate sharply higher earnings, results 
may approach a record (Please turn to page 300) 
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Good Cheer 
for the DISTILLERS in 1959? 






By Charles Grayson 


ise 

| HE word alcohol comes to us out of the past by 
he way of Arabia, where the ancient word al-koh’l 
ay was given to powdered antimony, a substance used 
on in those days for darkening the eyes. Today, alco- 
nd hol represents an investment of over $9 billion and 
ist a job for one out of every 60 persons in the country. 
ast For many industries, 1958 was a reminder of the 
mn slack-business days of 1923; for the licensed bever- 
"S. age industry, however, 1958 was a proper cause for 
W~ rejoicing .Not only was it an anniversary year, the 
nt 25th since Repeal brought an end to the legally dry 
of days of Prohibition; it was besides, the birthday 

year of the Forand Act which brought an end to 

t- an inequitable taxation arrangement which had 
st been a cause for bitterness within the industry, but 
n, which more importantly had been a serious deterent 
A~ to prtce stability. 
2S Last year, perhaps by way of celebrating, the in- 
n. dustry threw a Christmas Party for its stockholders 
le | in the form of year-end results that were far heal- 
1- thier than had been anticipated. The year’s produc- 
IS tion of 214 million gallons was a few notches ahead 
t of the 1957 level; and the current outlook for 1959 
S is some 220 million gallons, with a further gain 
) of some 10% forecast for 1964. 
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Bottled in Bondage 


The passage of the Forand Act last September 
helped to lighten industry hearts considerably. As 
is well known, the liquor industry provides con- 
siderable revenue to both State and Federal Treas- 
uries; since repeal, in fact, the industry has paid 
some $58 billion in taxes. Until 1958, the tax-free 
bonding period expired after eight years. This had 
the effect of forcing spirits onto the market, for 
faced with the threat of impending taxes the dis- 
tiller had little choice but to sell his whiskey on the 
open market, the alternative, including redistilling 
or destruction, being neither profitable nor desirable. 
The impact on prices was compounded by the fact 
that since World War II large inventories had been 
built up and production capacity increased. 

That the impact was heavy cannot be denied. For 
example in early 1949 bulk prices for 4-year old 
Kentucky whiskey (straight whiskey, in industry 
parlance) were around $7.75 per original proof gal- 
lon: in mid-1955 this figure plummeted to $1.50. 

Now, however, the unfair force-ont has been 
ended. The excise tax of $10.50 per proof gallon 
(another industry term which simply means a stand- 
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ard gallon containing 50% ethyl alcohol by volume) 
payable only on removal of the whiskey from stor- 
age, does not have to be paid at the end of eight 
years; the distiller can now hold his product for up 
to twenty years if he so desires. Thus freed from 
forced sale at the end of eight years, the various 
producers at last have more leeway with regard to 
marketing operations. 


From The Other Side of The Bar 


People, however, over the years change saloons 
as well as what they order therein. In 1949, for ex- 
ample, in response to a “What’ll you Have?” 82% 
of the people would have requested one of the vari- 
ous blends; by 1958 only 48% would have preferred 
a blend; this, however, assuming the only choice 
was straight whiskey or blended whiskey—not to 
be confused with Rye, an entirely different type of 
alcoholic beverage. Although our ill-stocked theo- 
retical drinking parlour, as one New York bar 
euphemistically calls itself, did not serve imported 
whiskey, gin, or vodka, the trend has been clear. 
In 1949, 112 million gallons of blends were consumed 
versus 24 mililon gallons of straights; in 1958 only 
72 million gallons of blends went down the hatch 
compared with 66 million gallons of straights. 

The reason for this trend lies in what happened 
during the war as a result of restrictions on pro- 
duction. Actually in the late thirties straight whis- 
kies accounted for the larger part of sales; then 
with the war came restrictions and the distillers 
concentrated their promotional efforts on the blends. 
As inventories of straights improved with the lift- 
ing of the restrictions, promotion was redirected 
along these lines. 

Along with resurging preference for the straights, 
and stronger demand for Scotch, gin and vodka, 
another trend has become apparent. As evidenced 
by the increasing number of straight, or Bourbon 
whiskies which are being marketed in lower proofs 
(which simply means less bounce to the ounce), the 
consuming public apparently prefers a lighter, less 
lethal load. 


Is The Sun Over The Yardarm? 


With the passage of the Forand Bill, firmer prices 
seem assured in 1959, and throat-cutting price wars 
may disappear from the scene. Furthermore, de- 
mand seems to be on the increase. Not only is the 
recovery in the over-all economy making more money 
available for luxury purchases, but on the whole 
these purchases are being upgraded in quality. 

Interestingly enough, there are two further fac- 
tors on the bullish side of the ledger which have 
received little comment. Although it is impossible 
to judge with accuracy the full effects these develop- 
ments may have, they bear mention. First, as a re- 
sult of increased price stability, the credit rating of 
the industry has gone up considerably. Despite the 
backing of national advertising, the retail outlet 
has hitherto not always been able to procure 
needed loans for expansion and local promotion; al- 
though in 17 states the state itself controls the re- 
tailing of alcoholic beverages, in the remaining 33 
the neighborhood liquor stores can help greatly in 
building up additional sales and volume for the in- 
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dustry. Secondly, the important change in the regu- 
lations regarding excise stamps could be quite bene- 
ficial to the distillers themselves. With an excise 
stamp no longer required on each bottle of liquor, 


the large amounts of money, usually obtained 
through expensive short-term loans, tied up in tax 
stamps will no longer be required. 

At the present time, on the debit side, it must be 
pointed out that because of increasing wages and 
costs of materials, profit margins this year may 
tighten somewhat. On balance, however, further im- 
provement seems assured this year, with total out- 
put estimated around 220 million gallons. Earnings 
should be higher, and several of the companies 
have interesting possibilities at this time. 

Finally, the consumer can take heart even if he 
is not also a stockholder. Recent experiments indi- 
cate a break-through may be in sight in the develop- 
ment of a hangover-proof whiskey; and, to top this 
off, there are reports that instant liquor may not 
be too far in the future. 

American Distilling, one of the better known inde- 
pendent distillers, is a non-diversified producer of 
a reasonably broad product mix which includes the 
Guckenheimer, Bourbon Supreme, and Old Ameri- 
can labels. The company has concentrated its ef- 
forts mainly in the monopoly states where retail 
outlets are controlled by state governments. Ameri- 
can is an aggressive merchandiser as is reflected 
in the fact that earnings have increased every year 
since 1953, an admirable record indeed. It should 
be noted however, that the company concentrates 
on the lower-priced brands and has one of the nar- 
rowest profit margins in the industry. 

Sales this year could approach the $85 million 
mark, and earnings are projected at near $4.25 per 
share for fiscal 1959 which ends in September. In- 
dications are that the excellent earnings trend ex- 
hibited in the past will continue into the future, 
though perhaps at a somewhat reduced rate. At a 
recent price of 44 the stock is selling at 10.2 times 
estimated 1959 earnings. The current dividend 
vields 3.6%, and there are some indications that 
the $1.60 rate may be increased. It would seem that 
at least for the present the shares are better held 
than sold, although as noted above future apprecia- 
tion may be at a somewhat slower rate. 

Brown-Forman Distillers is one of the larger so-call- 
ed independent distillers, and as such has at least in 
the past been somewhat more flexible in times of 
industry stress. The company makes leading Bour- 
bon whiskies such as Early Times and Old Forester 
and the line was materially strengthened last year 
by the acquisition of the small, but well known Jack 
Daniels distillery. Various specialty items such as 
Bols are marketed by the company. The only extent 
to which Brown-Forman has diversified has been in 
the as yet unimportant area saleswise of photo- 
graphic chemicals. 

The company’s earnings record in recent years 
has been rather flat despite the addition of new 
lines. On the strength of the improved outlook for 
sales, absence of consolidation expenses, and the 
greater life of bonded whiskey before taxes, earn- 
ings for 1959 are estimated at around $2.75. The 
stock is currently selling at 34 which is 12.4 times 
these estimated results. The 80¢ dividend yields 
2.3% and further stock dividends appear likely. 
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Statistical Data on Leading Distillers 


— Full Years 
Net Sales Net Per Share 
1957 1958 1957 1958 
—(Millions)— 
American Distilling ......................+. $81.12 $3.13! $3.45! 





Brown-Forman Distillers 91.4% 2.03% 1.873 
Distillers Corp - Seagrams ............ 704.5° 2.915 2.94° 
National Distillers & Chem. .......... 538.5 524.3 2.05 1.76 
Publicker Industries 132.6 d 12 d 60 
Schenley Industries 497.5> 2.45° 2.63> 
Walker (H.) - G. & W. ....... adit 384.0°> 2.61> 2.54° 






*—Based on the latest dividend rate. %3—Years ended April 30. 


d—Deficit. 
N.A.—Not available. 
1—Year ended Sept. 30. 


and 1958. 
5—Year ended July 31. 





4—6 months ended Oct. 31, 1957. 


y 31. 





2—6 months ended March 31. 6-6 ths ended J 
Rating 
American Distilling BI 
Brown-Forman Dist. cl 
Distillers Corp. - Seagrams B2 
National Distillers & Chem. BI 
RATING KEY: 


C—Speculative. 


A—Best grade. 
D—Unattractive. 


B—Good grade. 





Company Ratings 


Ist Quarter Dividend 
Earned Per Per Share Price Range Recent Div. 
Share Indicated 1958-59 Price = Yield 
1958 1959 1958 1959* 


$1.68" $1.96" $1.60 $1.60 50 -22%4 44 3.6% 


54% 1.534 80 .80 3712-137 34 2.3 
2.046 1.766 1.70 1.70 36'4-25% 34 5.0 
49 54 1.00 1.00 342-205 31 3.2 
d 33 N.A. 9 = 15\4- 5% W _ 
1.867 1.847 1.00!° 1.0019 48-18% 35 2.8 


1.387 1.437 1.40 1.40 37'2-25'8 35 4.0 
7—6 months ended February 28. 

%—Year ended August 31. 

%—Paid 5% stock. 

10_Plus stock. 


Rating 
Publicker Industries D3 
Schenley Industries B2 
Walker (H.) G. & W. BI 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 




















On the basis of the over-all picture, however, it 
would seem that better commitments exist at this 
time and at least for the present we could be inclined 
to avoid this issue. 

Distillers Corp-Seagrams is a large Canadian pro- 
ducer, accounting for nearly one-third of the indus- 
try’s sales. Because over 90% of the company’s 
business is done in the United States, it has been a 
prime target for domestic distillers’ target practice 
on both the Congressional and marketing levels. 
Products, primarily blends, are sold under the 7 
Crown, Calvert, and Four Roses labels, among 
others. A new straight whiskey has been added to 
the predominately blended line in an effort to boost 
sales volume and advertising outlays have been en- 
larged. 

Sales in recent years have shown little growth 
and earnings have been uninspiring. In fiscal 
1958, ending July 31st, Distillers Corp. turned in 
earnings of $2.94 per share; there seems little likeli- 
hood that results for fiscal 1959 will show any im- 
provement and an even poorer report could be 
forthcoming. On the whole the situation seems un- 
interesting. The stock at 34 is selling at at least 12 
times estimated 1959 results, and there are no con- 
crete indications that 1960 earnings will be suf- 
ficiently improved to warrant new committments 
at the present time. Despite the fact that the $1.70 
dividend yields a somewhat richer than average 
5%, we would be inclined to avoid the stock for 
now, and await further developments. 

National Distillers boasts a full scale chemical oper- 
ation (including polyethylene and industrial alcohol 
facilities) together with a reasonably complete prod- 
uct line which includes such well known brands as 
Old Grandad, Old Crow, Old Taylor, and Gilbey’s. 
The well-established Bourbons are being marketed 
to some extent in the new lower proofs. At the pres- 
ent time the chemical division accounts for around 
35% of sales, but if the current rate of growth con- 
tinues a 50%-50° relationship between the divi- 
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sions may result fairly soon. The company appears 
to have built a solid base for the future. Besides the 
potential in chemicals, National’s sales of distilled 
spirits rank it second among the domestic producers 
and this position should certainly be maintained. 

While in recent years sales have not been overly 
impressive, 1959 should see a recovery to perhaps 
the $555 million mark. Earnings, somewhat de- 
pressed in recent years due to the large costs at- 
tendant upon entry into chemical production, should 
rebound in 1959 to the $2.25 area. The company 
appears to have fully turned the corner, and the 
common stock selling about 31 appears attractive 
for the longer pull. The current price/earnings 
ratio is 13.8, and the dividend $1.00. 

Publicker Industries produces a line of consumer- 
type alcohol as well as industrial alcohol and related 
chemicals. Brand names include Kinsey, Old Hick- 
ory, Charter Oak, and Dixie Belle gin. In 1958 total 
sales and revenues were off some 6% with these 
poorer results compounded on a per share basis by 
a strike, narrower profit margins, and generally 
reduced demands for commercial chemicals. 

The company has a poor past record. A deficit 
has been incurred in four out of the last five vears, 
and about all stockholders have had to assuage their 
thirst—besides of course, the company’s potable 
spirits—have been periodic stock dividends. There 
are some noteworthy points in the situation, how- 
ever. In the first place 1959 should see a substantial 
increase in the demand for industrial chemicals, and 
the outlook is improved for beverage alcohol. The 
stock sells substantially below asset value, and the 
balance sheet shows seemingly ample working 
capital with a favorable current ratio. Furthermore 
there is no long-term debt. At a current price around 
11, the stock has some strictly speculative appeal, 
although the situation is considered unsuitable for 
most investors. 

Schenley Industries could well be called the Emanci- 
pator of t*e industry, (Please turn to page 304) 
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Earnings 


Many stocks have been selling 
at excessive multiples of earnings, 
but it is not true to say that the 
market has been ignoring earn- 
ings. Whether they are too high 
or not, most favored stocks have 
the aid of strong upward trends 
in earnings. Where earnings are 
relatively poor or disappointing, 
performance of the stocks is gen- 
erally sub-average. To cite just a 
few, earnings which give holders 
or potential buyers nothing to 
cheer about account for recent 
new lows in Pittsburgh Plate 
Glass, Outboard Marine, Filtrol, 
Foote Mineral, Koppers, and 
Lehigh Portland Cement. If you 
think profits have lost any mean- 
ing, look at the widely varying 
performances of aircraft stocks 
and of domestic oils — in all cases 
tied closely to good, poor or in- 
different earnings. 


The Funds 
On the whole, mutual funds 
and close-end investment trusts 


bought stocks less heavily on bal- 
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ance in the first quarter than in 
the final 1958 quarter. The shift 
toward caution was most marked 
in the case of balanced mutual 
funds, a number of which sold 
stocks on balance and increased 
holdings of cash and Government 
obligations. A few of the stocks 
bought most heavily by invest- 
ment managers in the period 
were Ford Motor, General Motors, 
Martin, Monsanto Chemical, 
General Electric, Philips’ Lamp 
Works, Atlantic Refining, Ameri- 
can Viscose, Jones & Laughlin 
Steel and Westinghouse Electric. 
Issues sold heavily on balance in- 


Commercial Solvents ..........cccccccccccscssccsscscsscccees 
Atchison, Topeka & Santa Fe Rwy. 
Baltimore Gas & Electric 
an 
Western Pacific R.R. .... 
Calumet & Hecla ........ 
DIR, isc aces ciccsisinsnisiiesnanioimades 
Ee eee een 
American News Co. ......... 

Consolidation Coal Co. 





years were not correctly identified. 





OE ELT NE LS A 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 








CORRECTION—In our listing in the April 25th and May 9th issues, the final two columns 
should have been headed “1959 and “1958” as above. Due to typographical errors the 


ee 














cluded Standard Oil (New Jer- 
sey), Boeing, American Cyana- 
mid, Parke Davis, Consolidated 
Electrodynamics, Commercial 
Credit, Burroughs Corp., Amera- 
da Petroleum, Kroger Company 
and Bethlehem Steel. 


Comparison 


Investment-fund manager can- 
not risk “trying for a killing” in 
so-call Space-Age stocks or other 
roller-coaster issues in which 
speculators have made and lost 
money in recent months. They 
keep portfolios widely diversified. 


1959 1958 

Quar. Mar. 31 24 $.13 
Quar. Mar. 31 45 24 
. Mar, 31 1.02 .80 

. Mar. 31 .38 26 

. Mar. 31 2.27 95 

. Mar. 31 .66 17 

. Mar. 31 58 16 

. Mar. 31 .33 14 

. April 3 53 22 

. Mar. 31 56 35 
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They do a great deal of switching 
around — but the net result in 
most cases, especially over any 
fairly short period, is a variation 
in total portfolio valuation fairly 
closely in line with performance 
of the Dow industrial average or 
any other general index of stock 
prices. Portfolio appreciation is 
held down to some extent by sub- 
‘tantial holdings of utilities and 
ther conservative stocks. In the 
1959 first quarter the net rise of 
he Dow industrial average was 
3.1%. Here are the quarier’s 
rains in per-share asset values of 
some larger investment compa- 
1ies: Lehman Corp. 2.6%, Lazar 
Fund 2.8%, Tri-Continental 0.4‘: 
One William Street 1.1%, Madi- 
son Fund 1%. Massachusetts In- 
vestment Trust showed virtually 
no change. 


“Electronics” 
By personal observation the 
average person has some fami- 


liarity with radio or television or 
ordinary electrical equipment; 
but knows little or nothing about 
“electronics”. It is a broad and 
alluring word, appealing to the 
imagination of investors and 
speculators. The biggest compa- 
nies in electronics are General 
Electric and Westinghouse, mak- 
ers also of standard electrical 
equipment in great variety and 
of home appliances. They used to 
be called “electrical equipments” 
and that is still the most accurate 
term. Some of today’s “electronic” 
stocks were called radio stocks 
back in the 1920’s. They later be- 
came radio-television stocks and, 
in some cases (Admiral and Phil- 
co) radio - television - appliance 
stocks. The bread and butter of 
most companies in this broad field 
is still in products well known to 
the public. Many newer and smal- 
ler concerns are largely or wholly 
makers of electronic equipment or 


components for military uses. The 
ultimate possibilities are no more 
unlimited than those of aircraft 
makers proved to be. A good 
many will fold up when the going 
gets rough. Meanwhile, the excit- 
ing and excessive stock niarket 
boom in “electronics” will in due 
time go the way of previous 
market fads, leaving many stock 
owners sadder, if not wiser. If 
you insist on holding or buying 
“electronic” stocks, we advise you 
to give preferences to issues of 
the larger, long-established com- 
panies, rather than to those whose 
names were unknown to you not 
so long ago. 
Utilities 

Utility stocks generally have 
“run out of steam” in recent 
weeks. The main reason is large 
prior rise, reducing average yields 
sharply and — in the case of 
favored growth issues — dis- 
counting the future too far ahead. 
Bond yields, including those of 
tax-exempt municipals, are in- 
creasingly competitive with util- 
ity yields, which is at least some 
part of the story of stock market 
action of utility stocks. There 1s 
still a sound case for long-pull in- 
vestment in growth utilities on 
sizable reactions, although you 
should not count on any great 
medium-term appreciation. A- 
mong the better growth utilities 
are American Electric, Central & 
South West, Middle South Util- 
ities, Southern Company and 
Texas Utilities. There is basic 
merit in Florida Power and in 
Florida Power & Light, but they 
are the most extremely priced. 
Otherwise, our preference is for 
utilities with yields well above 
average, and not for the in-be- 
tween issues outstanding neither 
for growth nor current return. 


Good Yields 


There were times when “good 








yields” on reasonably safe income 
stocks could be figured as 514% 
to 644%. Not now. Today the 
average current return is around 
4%. But you can beat that sub- 
stantially in some instances with- 
out assuming undue capital risk. 
Yields ranging from about 414% 
to 5% are currently offered by the 
following stocks: American Can, 
American Tobacco, C. Il. T. Fi- 
nancial, Equitable Gas, W. T. 
Grant, Iowa-Illinois Gas & Elec- 
tric, Kresge and Woolworth. 


Shoe Stocks 


This year’s results for principal 
companies in the shoe industry 
will be the best in a long time. 
Brown Shoe is the best of the 
stocks, but has had a large rise. 


Around 66, yield of the $2.20 
dividend is about 3.3%; and 
would be less than 3.7‘. if 
the rate were raised to $2.40 
as is possible. Since the trend 
is favorable and a_ split at 


least conceivable (the stock was 
split 2-for-1 in 1956 and in 1946) 
we would not sell the issue. For 
new buying for income, there is 
something to be said for Melville 
Shoe. It might earn around $2.00 
or more a share this year, against 
1958’s $1.80. After being main- 
tained for many years at $1.80, 
the dividend was cut to $1.30 last 
July. It is reasonable to figure 
that management would like to 
sweeten the present rate to some 
extent as soon as feasible. Around 
28, against an earlier high of 
393, in 1955, the stock vields 
4.6% and would yield 5‘. on even 
a $1.40 rate, with potential for 
moderate appreciation. 


Pointing Higher 


Based on technical indications 
and gains in earnings, the follow- 
ing stocks are among those with 
apparent potentials for further 














rise: Armstrong Cork, Bendix 
Aviation, Dana Corp., Emerson 
DECREASES SHOWN IN RECENT EARNINGS REPORTS Electric, Delaware & Hudson, 
1959 1958 Ford Motor, Harbison-Walker, 
Kaiser Aluminum & Chemical ............... aver, Mar. 31 $.17 $.37 Link Belt, Martin, Radio Corp., 
Moore-McCormack Lines ..........-cs0-000000 ve. Quar, Mar. 31 34 44 Ingersoll Rand and Simmons Co. 
Pittsburgh & West Va. Rwy. ..............cc08 Quar. Mar. 31 01 45 
I WR I cscnniicnteenvsisecconseseessenssiteuseaes Quar. Mar. 31 .90 1.97 a 
Pittsburgh Plate Glass ...........cccccccesseseveseeeeen Quer. Mar 31 38 5} Unpromising 
Pittsburgh Forgings ........... sildintinhiateshiianiacaliinite Quar. Mar. 31 10 27 . é Paper ines ' 
United Biscuit of Ammer. ..........cccccceecsesseesseeees Quor. Mar. 31 16 39 Recent and current Sehavior 
ee . Mar. 31 .32 81 suggests below-average market 
United Fruit Co. . Mar, 31 46 78 prospects at this writing for the 
CORRECTION—In our listing in the April 25th and May 9th issues, the final two columns following stocks: Alcoa, Amerada, 
should have been headed "1959" and “1958” as above. Due to typographical errors the ACF Wrigley Stores. Jaeger 
years were not correctly identified. 
(Please turn to page 308) 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicator 
(see Components of Trend Forecaster) that we have found tu 
must accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook—tke right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


As of the start of the second quarter, a clear majority 
of the components entering into the Trend Forecaster 
remained in an uptrend. 

Both stock prices and industrial commodity prices ad- 
vanced in the latest period, and average hours worked 
in factories also were higher. Trends in durable goods 
orders and nonresidential construction were also favora- 
ble. Business failures, housing starts, and new business 
incorporations have recently been fluctuating without 
a clear trend. 

The Relative Strength Measurement, after easing 
slightly around the turn of the year, has continued quite 
strong in the past few months, staying well above the 
level of +3 which normally indicates a continuing up- 
trend. The Trend Forecaster itself has advanced rapidly, 
and has now recovered most of the decline suffered in 
1956, 1957 and early 1958. On the basis of the present 
behavior of the Relative Strength Measurement ond the 
Trend Forecaster, general expansion in business activity 
seems probable (apart from the period of any steel 
sirike) throughout the remainder of this year. 
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pre- | i the American economy in the second quarter of 
ee MONEY AND BANK CREDIT 1959 is porta going to read —s ayaa 7 
en every indication, the expansion has picked up a goo 
_ (WEEKLY REPORTING MEMBER BANKS) deal more momentum, and the addition will show up 
raat 9s in a gross national product figure perhaps well above 
-on- BILLIONS OF DOLLARS | $475 billion. 
The source for much of this new momenium is 
end 8s et yf rtt readily enough localized. Business is not spending a 
ent TOTAL LOANS & . ° 
INVESTMENTS | great deal more on inventory accumulation now than 
it was in the first quarter of the year. And business 
as is not yet spending much more on plant and equip- 
ment (although by the end of this year spending of 
‘ity | PES | eee | this type is expected to be considerably higher than 
ter at present). Nor, strangely enough, is government 
cone Gercems spending much more now than in immediately pre- 
id- ceding quarters. 
ed The source of the new energy in the business system 
ds is thus none other than the lowly consumer himself, 
a- as who has reentered the market for goods and services 
= in a very impressively optimistic buying mood. Sales 
apt | BUSINESS of autos, for example, have strengthened notably, 
7 Fe 2ap aR and for the first time this year are beginning to sug- 
si Neen gest a selling rate in the neighborhood of six million 
= 2st a) leh ere | | | | | (including perhaps over 400,000 imports). Appliances 
= INVESTMENTS IN| are selling well again, although hardly at record 
“TT re levels. And soft-goods volume has advanced further. 
4 ttt et EL Perhaps even more striking, if trustworty figures 
Y ‘ aes ee ee were available, would be a breakdown of the increase 
” in service expenditures — for travel, recreation, etc. 
x Total personal spending in the second quorter is 
- 1957 1958 1959 evidently running at an annual rate of about $305 
Y billion — a new record, some $5 billion above the 
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test Previous Year PRESENT POSITION AND OUTLOOK 
THE MONTHLY TREND | Unit Month Meet Month Ago naueanns 
] level of the first quarter. Note-worthy 
INDUSTRIAL PRODUCTION* (FRB)......| 1947-’9-100 | Mar. 147 145 128 in the recovery of consumer spending 
Durable Goods Mfr......ssssssssesesee ssseee | 1947-"9-100 | Mar. 160 156 135 is the relatively heavy use which is | 
Nondurable Goods Mfr..c.cccessee-0 | 1947-'9-100 | Mar. 140 139 124 again being mode of instalment cre- | 
WANTING ---vverenconecoseresreernnreneeve | oer"e-088 =e. = — rod dit. By present indications, the growth | 
RETAIL SALES*..o. oe cee ane neemne| $ Billions | Apr. 1830 179 165 | in instalment debt outstanding in cal- 
Durable Goods. ...cccccccs. . ccs. | $ Billions Apr. 6.2 6.1 5.2 endar 1959 may be - the neighbor- 
Nondurable Goods................:cse0000 ...| $ Billions Apr. 11.8 11.8 11.3 hood of $4.5-5.0 billion, or not wot 
Dep't Store Seles 1947-'9-100 | Apr. 139 139 130 much less than the record growth | 
Be capes eee recorded in 1955. However, a greater 
MANUFACTURERS’ | proportion of the increase in debt is 
New Orders—Total®............:.::s:c:s0+ $ Billions | Mar 30.0 29.7 24.8 now occurring outside the automobile 
a $ Billions | Mar 15.1 14.9 11.5 market; the 1959 gain in automotive 
Nondurable Goods...............:::000 | $ Billions | Mar 14.9 14.8 13.3 debt may be quite modest, relative 
I hiiiettiseienstinmrennnnnntion $ Billions =| Mar 29.1 28.5 24.9 to the increase in unspecified “per- 
ay $ Billions Mar. 14.3 13.9 11.7 sonal instalment loans”. 
Nondurable Goods............:.ssssse $ Billions | Mar 147 14.6 13.3 The consumer is thus carrying on 
—- his regular function of spreading busi- 
BUSINESS INVENTORIES, ENT MO.*| $ Billions Mar. 86.3 85.9 88.5 ness recovery around, from raw ma- 
RRND seicctcsinsesincee. <sszersasenionn $ Billions =| Mar. 50.3 49.9 52.0 terials industries into finished goods 
II scstasnnstinsencine | $ Billions Mar. 11.9 11.9 12.4 industries. And because consumer de- 
UII” sicilicsccitniisetabuinitshasiiinidasainsiiaiaitaieig $ Billions Mar. 24.1 24.1 24.1 mand is such a dominant element in 
a 1947-'9-100 | Mar 148 150 143 total demand, the recovery in per- 
| — sonal spending is doubtless stimulat- 
CONSTRUCTION TOTAL.........cccccsceeessee $ Billions | Mar. 3.8 3.5 33 | ing new looks at capacity, and capital 
PID: sccissinbvnctaniamnicasevenevies $ Billions Mar. 2.7 2.5 2.4 spending plans, in a host of noncon- 
NITED cicitasesvensancimencsacieninersnie $ Billions | Mar. 1.5 1.4 1.2 sumer industries. Consumers have 
All Other $ Billions Mar. 1.2 1.1 1.2 unquestionably added stamina to re- 
Housing Starts*—a..............ccsecssoee Thousands | Mar. 1390 1320 918 covery, by joining in with the uptrend 
Contract Awards, Residential—b...... $ Millions | Mar. 1541 1073 1071 so avidly. 
Be ciiciinsaniiiintnininnncenemnisniniataiions $ Millions Mar. 1799 1234 1650 fee 
EMPLOYMENT FIGURES TO WATCH FOR—early in 
ee eee Millions | Apr. 65.0 63.8 62.9 | June, the Department of Commerce 
SE Senne Millions Apr 51.3 50.9 49.7 will release the findings of its regular 
a Millions Apr 8.1 8.1 7.9 quarterly survey of businessmen‘s 
EG Eee Millions Apr WA Wa 10.9 | spending plans. (The survey to be re- 
NE Ee: Millions | Apr. 12.1 12.1 11.3 | ported in June has been conducted 
RN iii chddcsatsiscienesenin Hours Apr. 40.3 40.2 38.6 in late April and early May); the ques- 
Hourly Earnings..............00.- 000+ Dollars Apr. 2.23 2.22 2.11 tion is whether the tabulations (now 
Weekly Earnings...................000 Dollars | Apr. 89.87 89.24 81.45 in process) will show further marked 
— —— —_ _ ~—~ upturn in business spending for capi- 
PERSONAL INCOME®......0........-ccsssscssseee $ Billions =| Mar 369 365 349 tal goods. If they do, it will be widely 
Wages & Sallaries...............cceeeveeesuee $ Billions =| Mar 250 245 233 interpreted as insuring that the re- 
Proprietors’ Income’s..............-sesssessees $ Billions =| Mar 59 58 57 covery will carry through 1959 and 
Interest & Dividends.........................| $ Billions | Mar 33 32 32 well into 1960. All that optimists 
Transfer Payments....................ccesee0e $ Billions Mar 26 26 25 would now require is evidence of a 
I PR cciteirincnieretnnnnteisnivinecnedaccnen $ Billions Mar 17 17 18 capital goods boom, on top of the 
| oe ver Vv - 
CONSUMER PRICES 1947-'9-100 | Mar. 123.7 123.7 123.3 si Mees g-. Sregaaaas oo 
DI cicieibicntensnioasimains 1947-'9-100 | Mar 117.7 118.2 120.8 
Clothing w. | 1947-9-100 | Mar 107.0 1067 1068 a ee 
Housing 1947-'9-100 | Mar 1287 128.5 ~=— 127.6 | PROFITS — by all indications, they 
——| cnaliy have taken a very pronounced up- 
MONEY & CREDIT ward step in the past six months, and 
All Demand Deposits® ccc... | $ Billions | Mar. 1116 1106 106.4 | are headed still higher in the remain- 
Bank Dobits®—g...2ccsssssccsssccssesssnnecssees $ Billions | Mar. 89.4 89.4 776 | der of this year. In fact, it seems pro- 
Business Loans Outstanding—c.......... | $ Billions Mar. 31.2 30.3 30.8 bable that the annual rate of corpo- 
Instalment Credit Extended”............| $ Billions Mar. 3.7 3.8 3.2 rate profits, before taxes, has passed 
instalment Credit Repaid’................ $ Billions Mar 3.4 3.5 3.4 the $50 billion mark for the first time, 
= and is still climbing. In any event, 
FEDERAL GCOVERIGAENT a@ new annual record seems clearly in 
Budget Receipt $ Billions Mar. 8.4 6.6 9.5 prospect. Add to these record earnings 
Budget Expenditures.................000 $ Billions Mar. 6.5 6.3 5.7 a record inflow of depreciation funds, 
Defense Expenditures.......ccvvseeeeen $ Billions =| Mar. 3.9 3.6 3.5 and the cash position of U.S. corpora- 
Surplu« ‘Def) cum from 7/1.......... .;' $ Billions =| Mar. (11.0) (12.9) (3.4) tions looks very good indeed. 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 


PRESENT POSITION AND OUTLOOK 









































— 1959 —- ——— 1958 
SERIES Quarter Quarter Quarter Quarter being that has pervaded the economy 
Vv wad é in the second quarter, employment 
GROSS NATIONAL PRODUCT ................ 465.0 453.0 439.8 427.1 rose sharply in April, and unemploy- 
Personal Consumption ............... 300.0 295.9 291.5 286.2 ment fell substantially. Compared 
Private Domestic Invest. .... 68.5 61.6 54.5 50.9 with a record of over 7%, of the work 
Net Foreign Investment —0.5 0.4 1.7 17 , d i ~ il f | 
Government Purchases ..... 97.0 95.2 92.0 88.3 force unempioye in Apri o ast 
re 54.7 54.2 52.2 49.7 year, the percentage this April was 
ELTA Rn 42.3 41.0 39.9 38.6 about 5.3% — a substantial reduc- 
PERSONAL INCOME .........cccsesssseenssee 365.7 359.5 358.6 348.3 | tion by any standard. 
Tax & Nontax Payments .... 447 437 43.5 42.3 With particular regard to unem- 
Disposable Income ............- 321.0 315.8 315.1 306.1 ployment, it may be noteworthy that 
Consumption Expenditures 300.0 295.9 291.5 286.2 the total decline in unemployment 
Personal Saving ......cccccoscsccscssccsseses 21.0 19.9 23.6 19.9 ‘ A , 
since the trough of the recession is 
bay tect — PROFITS socccccerees — 45.2 37.9 317 now greater than in the year follow- 
TPOTEG TONGS cccoscccccccccccccvccccccoccessece _ 23.0 19.3 16.1 . ‘ 
RII BEND GRID ccccccscscncccccenserensense _ 22.2 18.6 15.5 n® the trough of the 1954 FOCSSSION. 
I III ns scisssosesinniiinineniinionen 12.5 11.8 12.5 12.5 Despite all the concern over job op- 
Retained Earnings ..... ........-.sss-seseee a 10.4 6.1 3.0 portunities, it is nevertheless true that 
PLANT & EQUIPMENT OUTLAYS .......... | 31.2 30.0 29.6 32.4 the unemployed have been absorbed 
faster in this recovery than in the 
THE WEEKLY TREND preceding recovery. And employment 
itself climbed to a new record for any 
Week Latest Previous Year April. _ — 
Unit Ending Neek Week Ago While these statistics do not elimi- 
ee eee ee : e th 
MWS Business Activity Index*..| 1935-'9-100 May 2 | 307.5 308.1 256.0 rete ery for concern peer ws 
MWS Index—per capita® .. .. | 1935-’9-100 May 2 227.4 227.8 191.6 uture of |Ob opportunities ond the 
Steel Production ..........sssessee % of Capacity May 9 94.2 92.8 49.4 number of unemployed, they strongly 
Auto eae Production.... | Thousands Mey 9 173 154 105 suggest that nothing new has been 
Paperboard Production ....... .... Thousand Tons May 2 321 304 246 f lov- 
Paperboard New Orders............ Thousand Tons May 2 374 311 287 added - e — ™ a ae _ 
Electric Power Output-............ 1947-'49-100 May 2 253.6 252.1 227.0 ment. The oft-voiced concern that a 
Freight Carloadings..............0+ Thousand Cars May 2 674 647 533 chronic unemployment condition has 
Engineering Constr. Awards....| $ Millions May 5 403 411 381 arisen, and will require government 
Deportment Store Sales....... .... 1947-’9-100 May 2 142 142 132 : t | is not documented b 
Demand Deposits—c. $ Billions | Apr. 29 578 579 557 a. 0 solve, is not docu Y 
Business Failures .............c-00-+-++ | Number | _Apr. 30 275 300 336 the figures. 











BRIGHTER EMPLOYMENT PICTURE — 
To add to the general sense of well 





es lu Ai 
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disposable income over personal consumption expenditures. (e)—Esti 
centers. (na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 


ted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
ted by Council of Economic Advisors. (g)—337 non-financial 


ted 


(f)—Esti 
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No. of 1959 Range 1959 | (Nov. 14, 1936 Cl.—100) High low May 1 May 3 
Issues (1925 Cl.—100) High Low May 1 May 8 | 100 High Priced Stocks ...... 293.8 268.4 293.2 293.3 
300 Combined Average ... ..... 474.9 436.9 473.1 473.0 | 100 Low Priced Stocks ..... 650.7 585.4 645.8 644.6 
4 Agricultural Implements ...... 426.0 356.2 412.1 415.5 a 962.8 853.0 861.5 886.8 
3 Air Cond. (‘53 Cl.—100) ..... 137.2 125.0 132.3 132.3 4 Investment Trusts .............. 190.6 181.5 183.3 181.5L 
10 Aircraft (‘27 Cl.—100) ....... 1375.1 1191.0 1313.7 1375.1H 3 Liquor (‘27 Cl.—100) ........... 1564.6 1459.3 1489.4 1459.3L 
7 Airlines (‘27 Cl.—100) ....... 1429.4 1079.6 1309.5 1309.5 B Machinery  ......0...cccceeeeeeeeeeee 452.4 527.8 527.8 
4 Aluminum (‘53 Cl.—100) .... 452.3 392.0 413.6 422.2 3 Mail Order ....... 253.1 328.5 328.6 
5A t 233.3 200.5 233.3 229.4 4 Meat Packing 204.4 220.1 214.2 
6 Automobile Accessories ..... 485.7 413.4 485.7 477.6 5 Metal Fabr. (‘53 Cl.—100) .. 207.7 181.3 200.6 200.6 
6 Aut 111.9 93.7 110.9 110.9 9 Metals, Miscellaneous ....... 409.6 369.4 384.0 376.7 
4 Baking (‘26 Cl.—100) ......... 41.3 38.7 40.2 40.2 DS GOD ccnctentnannnenns 1275.4 1170.1 1240.3 1216.9 
4 Business Machines ................ 1343.3 1225.9 1343.3 1330.3 fe 885.5 802.0 843.8 835.4 
6 Chemicals 781.2 692.9 781.2 781.2 21 Public Utilities 365.4 345.1 355.2 355.2 
4 Coal Mining 34.5 28.1 32.2 33.1 6 Railroad Equipment 99.8 86.9 97.2 94.6 
4c icati 203.8 164.6 203.8 200.5 fee 76.7 71.7 74.6 72.4 
DF ID ccrcccncstcnentoesessee 178.9 158.7 178.9 174.3 3 Soft Drinks .. 651.7 599.8 640.1 617.1 
oF IED Aiciicienteeneanepineanes 1142.6 1021.8 1021.8 1032.8 12 Steel & Iron 419.2 392.5 411.6 396.3 
6 Copper Mining ...............00 344.6 280.7 330.7 322.4 © IE sectscnsseceniesssessenmnnnen 144.7 117.4 122.6 117.41 
2 Dairy Products ...........000+ 153.1 138.8 150.3 153.1H DS ene 863.3 756.4 7716 756.41 
6 Department Stores ............. 132.0 119.1 132.0 130.9 11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 96.0 107.1H 
5 Drugs-Eth. (‘53 Cl.—100) .... 467.4 379.5 467.4 455.4 FE SES nena eee 219.0 176.6 219.0 215.5 
6 Elec. Eqp. (‘53 Ci.—100) ... 311.3 268.8 308.7 311.3H 3 Tires & Rubber ................... 254.3 216.1 254.3 237.3 
3 Finance Companies ............ 712.1 661.8 712.1 719.3 DD: nsitinewseesinnenen 191.5 172.9 188.1 189.8 
5 Food Brands ...........0+ 438.1 406.3 422.2 426.2 3 Variety Stores  .......cccssss00 350.9 331.4 344.4 344.4 
fo eee 279.6 260.6 260.6 263.4 20 Unclassif’d ('49 Ci.—100) .... 275.4 239.8 275.4 270.6 
H—New High for 1959. L—New Low for 1959. 
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SPOT MARKETS—Sensitive commodities were little changed in 
the two weeks ending May 8, The BLS index of 22 such 
commodities closed at the same level as two weeks earlier, 
with somewhat lower prices for foodstuffs cancelling out a 
rise in the raw industrial materials component. In the latter 
category, burlap, lead scrap, rubber and tin were higher 
while hides, steel scrap and wool tops sought lower levels. 

Among the rank and file of commodities, some easing was 
noted in the two weeks ending May 5 and the BLS com- 
prehensive weekly index fell 0.3% from its peak of a fort- 
night earlier. Lower prices for farm products were the main 
cause of the decline although the index of all commodities 
other than farm products and foods, also eased slightly from 
previous peak levels, 


FUTURES MARKETS—Futures were a mixed lot in the two weeks 
ending May 8, with advances and declines just about coun- 
ter-balancing each other. Highter prices were registered by 
corn, soybeans, cotton, rubber, lead and zine while minus 
signs were posted by wheat, lard, wool tops, world sugar, 
coffee and cocoa. 

Wheat prices were lower in the period under review, 
flecting liquidating pressure on the expiring May option, 
which lost 8 cents. New crop futures were moderately 
lower, with the September option giving up 2% cents. Favor- 
able weather in the form of needed rain, resulted in improved 
crop prospects and induced price reactions. The new crop 
will soon be feeling the effects of approaching harvesting, a 
period when prices often touch bottom. 
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60 
1953 1954 1955 1956 1957 1958 

BLS PRICE INDEXES | Latest 2Weeks 1 Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 
All Commodities May 5 119.6 119.9 119.5 60.2 
Farm Products May 5 91.4 92.5 98.5 51.0 
Non-Farm Products May 5 128.0 128.1 112.9 67.0 
22 Sensitive Commodities | May 8 87.8 87.8 85.1 53.0 
9 Foods May 8 82.0 82.2 91.0 46.5 
13 Raw Ind‘l. Materials May 8 91.9 91.7 81.1 58.3 
5 Metais | May 8 93.8 93.1 82.2 54.6 
4 Textiles | May 8 78.8 79.0 766 56.3 





MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 











1959 1958 1953 1951 1941 
High of Year 160.5 154.1 162.2 215.4 85.7 
Low of Year 152.1 146.5 147.9 176.4 74.3 
Close of Year 152.1 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1959 1958 1953 1951 1941 
High of Year 152.7 159.0 166.8 215.4 84.6 
Low of Year 144.2 147.2 153.8 174.8 55.5 
Close of Year 147.6 166.5 189.4 84.1 
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America’s most ‘‘sure-fire’’ missiles—Jupiter and Redstone—roll off parallel 
production lines at the Chrysler Corporation-operated U.S. Army Michigan Ordnance 
Missile Plant near Detroit. Only automobile maker engaged in the production of large 
ballistic missiles, our engineers apply technical know-how and mass production experience 
) to the development, engineering, manufacture and testing of missiles of unmatched reliabil- 


ity. Many Chrysler Corporation-produced missiles have been fired since we entered the field 





in 1952, and the batting average for successful firings is over 90%. 








CHRYSLER CORPORATION 








The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you, It 
is subject to the following conditions: 
1. Give all necessary facts, but be brief. 

Confine your requests to three listed securities at reasonable 


intervals. 
3. 

addressed envelope. 
4, 

envelope, 
5. 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Federated Department Stores 
“T have Federated Dept. Store stock for 
four years and I wondered whether it 
has reached its peak. It has done very 
well. What is your opinion? 


Federated Dept. Stores has a 
very experienced and competent 
management and sales have 
shown a steady rise in each of 
the past 20 years with the fiscal 
year ended January 31, 1959 
scoring a record high level de- 
spite the business recession of 
last year. 

For the fiscal year ended Jan- 
uary 31, 1959 Federated’s net in- 
come after taxes rose to $28,084,- 
620 compared with $24,973,512 
net in 1957. 

Earnings per share were $3.65 
in fiscal 1958 against $3.24 in 
1957, figured on the average num- 
ber of shares outstanding in each 
year. 

Sales rose to $653,154,259 in 
fiscal 1958 compared with $635,- 
591,528 in 1957. 

Federated’s annual dividend 
rate was increased to $2.00 per 
share from $1.80 with the 50 cent 
quarterly paid on April 30, and 
this increase is the second within 
12 months and the 6th within the 
past 10 years. 

The sales increase in the past 
year was 2.8%. Ratio of net in- 
come to sales in 1958 was the 
highest since Federated’s 1950 
fiscal year. 
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Federated plans to continue de- 
veloping downtown stores and to 
operate as many full line subur- 
ban branch stores as its trading 
areas will support profitably. In 
addition, the chain is interested 
in growing by developing into 
other metropolitan areas that 
show dynamic population and 
business trends provided the de- 
velopment can show sufficient 
profitability. 

Federated Dept. Stores Inc. 
operates 43 stores including 
branches throughout the country 
and includes Abraham & Straus, 
Brooklyn; Bloomingdale’s, New 
York; The Boston Store, Milwan- 
kee; Burdines, Miami; Filene’s, 
Boston; Foley’s, Houston; Laz- 
arus, Columbus; Sanger’s, Dallas; 
Shillito’s, Cincinnati and 9 Fed- 
way Stores located throughout 
the southwest in the states of 
Oklahoma, Texas, New Mexico 
and California. 

The increase in population in 
the territory served and Feder- 
ated’s capable and experienced 
management indicate further 
progress ahead. 


U. S. Plywood Corporation 


“IT have been a subscriber to your Ma- 
gazine for a number of years and find 
it very informative and profitable. I 
would appreciate receiving late data on 
U. S. Plywood Corp.” 

S. C., Akron, Ohio 


U.S. Plywood Corp. is the lead- 


ing manufacturer and distribu- 
tor of plywood. It is fully inte- 
grated. Owns 36 manufacturing 
processing plants and has raw 
material sources believed suffi- 
cient for many years operations. 
Timber resources are estimated 
at over 4 billion feet. 

For the fiscal year ended April 
30, 1959 U.S. Plywood Corp. ex- 
pects net earnings to exceed $4.00 
a share, compared with $6,378,- 
900 or $2.47 a share in fiscal 
1958. The chairman of the board 
recently expressed optimism on 
the outlook for the fiscal year 
1960 but stated stable prices for 
fir plywood and no drop in the 
rate of home building was nec- 
essary to uphold his views. 

The company reported sharply 
improved earnings and sales for 
the third fiscal quarter and for 
the 9 months ended January 31, 
1959. 

Net earnings for the quarter 
ended January 31, 1959 were $2,- 
167,000, after estimated income 
taxes of $1,773,000. This was 
equal, after preferred dividends, 
to 86 cents per share on the 2,- 
403,990 shares of common stock 
outstanding at the end of the 
period. In the corresponding 3 
months a year ago, net earnings 
were $1,026,000 after estimated 
income taxes of $389,000, equal 
to 38 cents per share after pre- 
ferred dividends, on 2,389,926 
shares of common stock then out- 
standing. 

Sales for the quarter were $56,- 
503,000 compared with $47,190,- 
000 in the equivalent 3 months 
period last year. 

Net earnings for the 9 months 
were $9,869,000 after estimated 
taxes of $6,696,000 equal, after 
payment of preferred dividends, 
to $3.96 per share on 2,403,990 
shares of commen stock outstand- 
ing. Net earnings after taxes in- 
cluded $2,512,500 equal to $1.05 
per share of non-recurring profit 
on the disposition of the com- 
pany’s minority interest in Val- 

(Please turn to page 308) 
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NEWS ON TEXACO PROGRESS— RESEARCH 


Oil research — 


from test tube 


' to radioactive 


cobalt 


i 


YESTERDAY. Decades ago, Texaco scientists worked with relatively 
crude laboratory equipment, as they probed the fundamental mys- 
teries of oil. Nevertheless — though early oil research was primitive 
— it resulted in important improvements in petroleum products. 
Many of these improved products were pioneered by Texaco. 


TODAY. Texaco scientists continue their search for basic petroleum knowl- 
edge, now using such ultramodern tools as radioactive Cobalt-60 in one of the FE xX A 
world’s most fully-equipped industrial research laboratories. This is only part 


of Texaco’s great research center at Beacon, N. Y., one of the Company’s four 
modern research centers. Hundreds of Texaco scientists are continually *** CONSTANT PROGRESS 


working to create new and better products for more and more people. 


IN OIL’S FIRST CENTURY 





Lockheed Management reports on 


Lockheed's growth position 





1. LOCKHEED’S NEW LOOK 

The past year or so has been the busiest in Lock- 

heed’s history. During the past 15 months we: 

1. Delivered a dozen airplanes a week. 

2. Made a first flight of a new type missile, space 
vehicle, or airplane every 40 days. 

3. Performed $1.3 million in missile-satellite busi- 
ness every working day. 

Sales for 1958 rose to a record $962.7 million. 

Earnings for 1958 were up 14% over 1957. In 

1959 sales have maintained their all-time peak rate 

—$278.6 million for the first three months. Earn- 

ings for 1959's first quarter, while substantial, were 

below the 1958 level. Earnings represented a profit- 

able return on military programs and commercial 

spares and services, but a loss on initial deliveries 

of Electra airliners. The Electra’s successful intro- 

duction into airline use, however, has heightened 

our long-term sales prospects. 

But these past months have been more than a 
period of heavy production. They have been months 
of preparation for the golden quarter-century that 
lies ahead. 

They have been months in which Lockheed took 
the critical steps to broaden the hard core of its 
aircraft-missile work into the surrounding circle of 
related sciences. No longer just an airplane com- 
pany, Lockheed moved confidently into areas where 
the future will be found. 


2. LOCKHEED EXPANDS INTO NEW FIELDS 
Years of study and planning came to fruition in 
closing months of 1958 and early 1959 in a series 
of expansion moves. We added new divisions and 
reorganized old ones. Here is what we have done: 
Electronics and Avionics Division. We formed 
this division to manufacture and market electronic 
components, equipment, systems, and advanced in- 
strumentation. 

It has a bright growth potential. The Electronic 
Industries Association estimates 46% of total 
Defense Department missile expenditures is for 
electronic components. In aircraft the average elec- 
tronics share is 18.5% and forecasts in commercial 
and industrial electronics are for 33% to 66% 
gains in the next five years. 

Lockheed is no neophyte in the electronics field. 
We have had years of experience in aircraft and 
missile electronics. We have 3000 engineers and 
technicians who will remain at work in this field in 
other divisions. Last year we performed $30 mil- 
lion in electronics design and fabrication. 


Puget Sound Bridge & Dredging Company. We 
acquired control of this company—the third largest 
Pacific Coast shipbuilding firm and a leader in gen- 
eral heavy construction. This move can place us in 
the nuclear-powered submarine and ship field, 
strengthen our bid on construction projects, and 
expand our ability to build and manage ground 
support for missile and space activities. 

Lockheed Nuclear Products. If today’s opportu- 
nities are in electronics, tomorrow’s will be in nu- 
cleonics. Slow in coming, nuclear power is never- 
theless inevitable, and applications of nucleonics 
are growing daily. 

To build a long-term future in this vital area, we 
established a Nuclear Products branch at our 
Georgia Division. It has already made sales of train- 
ing reactors to colleges. It plans the design, manu- 
facture, and installation of large heat process 
reactors in fuel-short regions. 

Last year Lockheed began operating the Air 
Force’s multi-million dollar nuclear laboratories in 
north Georgia, near Dawsonville. Designed to test 
the effects of radiation on materials, component 
parts, and aircraft systems under operating condi- 
tions, this new facility is the most modern in 
the U.S. 


Lockheed Monorail System. Outgrowth of our 
long efforts to increase utilization of our versatile 
skills and facilities, we have received a contract to 
design and build a $5 million monorail line for 
Seattle. This first U.S. monorail opens prospects for 
similar proposals to relieve many other urban trans- 
portation problems. 

Lockheed Aircraft International. We have re- 
grouped many of our extensive foreign activities 
into this new subsidiary. LAI will work out package 
ideas for foreign countries embracing skills, serv- 
ices, and products of all our divisions. They will 
encompass aircraft manufacture, sales, repair, and 
service; airport services; communications; missiles; 
electronics; nucleonics; ground support; and other 
elements to develop integrated transportation and 
defense systems. 

Lockheed, S.A. This new subsidiary, located in 
Mexico, makes the experience of all our divisions 
available to government and business leaders for 
long-range industrial development programs. 
Lockheed Azcarate, S.A. First definite step in this 
Mexican program, our new affiliate is beginning an 
aircraft manufacturing program below the border 
—a light utility plane suited for many jobs at high 
and low altitudes and in varied environments. 














3. LOCKHEED STRENGTHENS ITS POSITION 
Expansion and diversification are our stake in the 
future. More than that, they are our claim on the 
present. To assure our position as system manager 
for today’s complex weapons we must have a broad 
range of technical and managerial skills. From each 
of our éxpanded activities—electronics, nucleonics, 
shipbuilding construction, foreign operations—we 
draw the knowledge and experience that permit us 
to obtain large contracts here and now. But we do 
not forget, in this concentration on new things, the 
solid worth and growth possibilities of the old. 


Military Aircraft. Still vital for our defense, equally 
as important as a prelude to space flight, manned 
military aircraft occupy an important place in the 
future. 

Our F-104 STARFIGHTER, holder of world records 
for speed, altitude, and time-to-climb, will be manu- 
factured in quantity here and abroad for West Ger- 
many and NATO defense and has excellent possi- 
bilities of being selected by other foreign countries. 

Our C-130 HERCULES continues to be vital to our 
nation’s airlift and is drawing much interest from 
other countries. 

In the growing concern over submarine defense, 
our anti-submarine efforts rise in importance. Our 
P2V anti-submarine patrol plane, in production 
since 1945, will be succeeded by our vastly im- 
proved P3V, for which we have pre-production 
contracts. 

In the field of airborne early warning we have 
had a decade of success. We are proposing a new 
early warning weapon system to meet the continu- 
ing threat of coastal attack. And we are proposing 
many other kinds of aircraft for the future—new 
transports and trainers, vertical takeoff and landing 
planes, air rescue vehicles, and others. 


Commercial Aircraft. This year brings peak de- 
liveries for our new prop-jet ELECTRA. It is proving 
out on the world’s airlines, and we expect sales to 
grow. 

But beyond this are our plans for the future— 
executive transports and air-freighters already in 
production; supersonic transports, air buses, and 
family planes now on the drawing boards. Business, 
private, and airline flying will expand in the sixties 
as all three have in the fifties. 


Missiles. POLARIS, DISCOVERER, ARGUS—these are 
names to conjure with. Less well-known are X-7, 
X-17, and KINGFISHER. All are Lockheed missile 
and space projects, and there is no limit to their 
potential. 





The Poaris, the Navy’s newest, most formidable 
weapon, is strongly influencing the nation’s entire 
defense strategy. DISCOVERER is the series of space 
biology probes for the Air Force and Advanced 
Research Products Agency, forerunner to space 
travel and satellite defense systems. Lockheed is 
system manager for both. 

Lockheed missile and satellite sales have multi- 
plied 42 times in the past five years. Out of the 
varied research programs of our Missiles and Space 
Division are coming discoveries and proposals that 
will catapult us into space and enrich our daily liv- 
ing. As missile and space programs climb, Lockheed 
will climb with them. The assault on space is only 
just begun. 


4. FORMULA FOR GROWTH 


Our present programs, recent expansion into new 
areas, continuing diversification—these are the de- 
tails. Behind them, overriding them in importance, 
is a broad managerial philosophy that welcomes the 
future and prepares for it. 

Through the years we have plowed back 60% 
of our earnings after taxes to assure our future. Last 
year we spent over $15 million on new facilities and 
equipment. For the current year we have earmarked 
another $18 million. 

We emphasize research. Although more than 
nine-tenths of our tremendous $349 million re- 
search and development work last year was for 
government agencies, we performed over $25 mil- 
lion of R&D work with our own funds. Combined 
government-company R&D work in 1959 will ex- 
ceed $400 million. 

We emphasize brainwork. In 1959 our employees 
with doctorates and other science and engineering 
degrees increased to 4600, nearly one-tenth of our 
total work force. This was a 30% gain over 1957. 

We emphasize management. Our management 
and executive programs, started years ago, have 
been continually reviewed and strengthened. Out of 
these programs is coming a wealth of managerial 
material that has made our diversification work 
well, and will provide Lockheed with management 
skills of the highest order in years to come. 


* . * 


And this is the greatest growth potential of all 
— brainpower, technological and managerial skills, 
dedication to a tradition of leadership, and burning 
faith in the future. These are Lockheed’s formula 
for growth. 


LOCKHEED 


JET TRANSPORTS + JET FIGHTERS + JET TRAINERS + COMMERCIAL & MILITARY PROP-JET TRANSPORTS + ROCKETRY 
BALLISTIC MISSILE RESEARCH & DEVELOPMENT +- WEAPON SYSTEM MANAGEMENT + ANTI-SUBMARINE PATROL AIRCRAFT 
NUCLEAR-POWERED FLIGHT*ADVANCED ELECTRONICS*AIRBORNE EARLY-WARNING AIRCRAFT+AIRPORT MANAGEMENT 
NUCLEAR REACTOR DESIGN & DEVELOPMENT + GROUND SUPPORT EQUIPMENT + WORLD-WIDE AIRCRAFT MAINTENANCE 








Aircrafts In New Stage 
Of Transition 
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panies themselves are more 
aware of this trend than anyone 
else. All, therefore, are making 
strides in the new fields. Some. 
however, are far more advanced 
than others. 

Martin Co., which has already 
been mentioned in connection 
with the Bold Orion and the 
Dyna-Soar weapons systems has 
probably outpaced the others in 
terms of the total impact of the 
missile program on its sales and 
earnings. Until recently the com- 
pany was primarily an aircraft 
producer, yet today its contracts 
are being “phased out” while mis- 
sile and electronics work are 
building up fast. In addition to 
the above weapons, Martin is a 
major contractor for several 
other missiles including the 
Pershing, Lacrosse, Bullpup, Ma- 
tador and the Titan. The com- 
pany also is prime contractor in 
the nation’s Nike-based missile 
defense system. 

In 1958, the 60 percent of rev- 
enues derived from missiles and 
electronics were profitable dol- 
lars. Sales rose from $424 mil- 
lion to $484 million, and per 
share net climbed to $4.01. Even 
more significant, however, is the 
fact that first quarter earnings 
almost doubled last year’s, $1.04 
against 58¢. With its finger in 
many important pies, Martin’s 
future appears brighter than its 
chaotic past. 

Also high on the list of com- 
panies geared to the new age is 
General Dynamics, which has been 
successful in keeping itself in the 
vanguard all through the rapid 
changes of the last decade. The 
company’s diversified business 
includes 6 major missile con- 
tracts including the Atlas inter- 
continental ballistic missile, de- 
signed to be our “ultimate” 
weapon; several contracts for 
fighter planes including the F- 
102 and its successor the F-106; 
primary contracts on atomic pow- 
ered submarines, and two com- 
mercial jet airliners, the “880” 
and the “600”. 

Deliveries were well maintain- 
ed in 1958 although sales dipped 
slightly to $1,511 million from 
$1,562 million a year ago. Earn- 


ings, however, dropped over 20 
percent as research and develop- 
ment costs of new products cut 
into profits. For the year, per 
share earnings fell to $3.71 
against a record $4.80 in 1957. 
Moreover, in the first quarter 
earnings were down about 4%. 
Nevertheless, full year results 
should make a better showing, 
and after 1960 sales and earn- 
ings should rise as more and 
more of the company’s projects 
reach full production schedules. 

Boeing Airplane, traditionally 
one of the industry’s major pro- 
ducers, is now in a transitional 
phase. By 1961 it will lose its 
lead in the bomber field to North 
American Aviation, as that com- 
pany’s B-70 chemical bomber re- 
places the B-52 as our major 
manned bomber. Some of the im- 
pact of this loss, however, will 
be offset by the sub contract just 
awarded Boeing for wings for 
the new aircraft. 

In addition, the company will 
step up its deliveries of KC-135 
jet tankers and its Bomare sur- 
face-to-air missile should swing 
into peak production. Further- 
more, Boeing’s “707” jet airliner 
is one of the principal aircraft 
being purchased by the nation’s 
airlines in its mad scramble to 
enter the jet age. 

Development costs of the new 
airliner cut profits substantially 
last year to $4.01 per share from 
$5.49 despite a sizeable increase 
in sales. Since revenues will de- 
cline in 1959 and costs of the 
new programs are still not com- 
pletely absorbed, a further earn- 
ings decline can be expected this 
year. After that, however, a new 
uptrend could establish itself, 
providing the company’s major 
projects are not rendered obso- 
lete by new developments. 

High on the list of companies 
geared to the new age is North 
American Aviation, but it has not 
lived up to its promise thus far. 
tecently the company moved to 
acquire Foster Wheeler in or- 
der to solidify its growing posi- 
tion in the nuclear energy field. 
In the missile programs, North 
American is a primary producer 
of engines for several major 
rockets; it is also a prime manu- 
facturer of automatic navigation 
systems, as well as an important 
producer of fighter planes. In ad- 
dition, the aforementioned B-70 
Valkyrie bomber is destined to 


become the nation’s number one 
manned defense weapon in the 
transitional period between man- 
ned flight and the true missile 
age. Significantly, North Ameri- 
can designed and produced the 
X-15, the aircraft which some- 
time this summer is scheduled to 
carry a pilot 100 miles above the 
earth — man’s first attempt to 
personally scrape the stars. 

As old programs faded, and 
new ones failed to reach full pro- 
duction, the company’s sales and 
earnings slid sharply last year. 
Sales dropped to $904 million, 
ending the company’s brief stay 
in the billion dollar class and per 
share profits declined to $3.34 
compared with $4.23 a year 
earlier. In the current year, sales 
could resume their upward trend, 
although the peak of two years 
ago will probably not be reached. 
Nevertheless, earnings have al- 
ready shown improvement, in- 
dicating a possible $4.00 per 
share for the full year ending 
September 30, 1959. 


Branching Out 


One curious aspect of the air- 
craft industry picture today, is 
the fact that competition is not 
confined to the aircraft com- 
panies. Since electronics and 
fuels are such vital components 
of the new technology, chemical 
companies and electronics manu- 
facturers have received many pri- 
mary contracts that might other- 
wise have gone to aircraft com- 
panies. Moreover, the list of 
these “outsiders” is impressive. 
It includes General Electric, 
Goodyear Tire & Rubber, Fire- 
stone, Philco, General Telephone 
& Electronics, Minneapolis - 
Honeywell, Westinghouse, Her- 
cules Powder, Bendix, Eastman 
Kodak, and scores of others. 

In defense, many of the air- 
craft companies have begun some 
branching out of their own. Mar- 
tin has become a major electron- 
ics contractor, and has already 
had merger talks with General 
Precision Equipment. Lockheed, 
however, has taken another ap- 
proach. Always a major aircraft 
producer, and important in mis- 
silry despite its unfortunate ex- 
perience with the ill-fated Van- 
guard project, the company re- 
cently acquired Pudget Sound 
Bridge & Dredging Co, a ship- 
building company on the west 
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In more than 250 Flying Boxcar-loads... 


OHIO OIL AIRLIFTS A DRILLING RIG 
INTO THE GUATEMALAN JUNGLE 































Deep in the roadless interior of Guatemala a drilling 
rig is “‘making hole’’ today in an exploratory well. 
Piece by piece, the 142-foot derrick, draw-works, pipe, 
and tons of supplies were flown over impassable ter- 
rain to a landing strip carved from the dense rain 
forest. A good prospect geologically, this venture by 


Ohio Oil and associates faces the same long odds that 
confront the search for oil in all rank wildcat territory. 

Rigging a jungle well by air is one of the more 
spectacular achievements of the first quarter of 1959 
—a period during which The Ohio Oil Company 
recorded these results: 





Statement of consolidated income 


Net Sales and Other Income 
Cost of Sales and Expenses 


(Exclusive of charges set forth below) 


Depletion, Depreciation and Amortization 
Provision for Federal Income Tax 


Net income for the period 














Net Income Per Share Common Stock 
Shares of Common Stock Outstanding 
Cash Dividends Paid—Per Share 


Net Crude Oil and Natural Gas 
Liquids Produced —Barrels 


Crude Oil Processed at Refinery —Barrels 


Subject to adjustment by independent public accountants upon completion of year-end audit. 


Three months ended March 31 
1959 1958 
$75,165,104 $71,861,976 
55,948,899 54,627,835 
6,330,410 6,195,097 
2,687,982 2,670,705 
$10,197,813 $8,368,339 
$ 78 $ .64 
13,126,753 13,126,753 
$ 40 $ 40 
| fi 
10,084,000 8,863,000 
4,077,000 3,878,000 THE OHIO OIL COMPANY 
Producers - Transporters - Refiners 
Marketers of MARATHON Petroleum Products 








On May 5, 1959, the Board of Directors declared a dividend of 40 cents per share on common stock, payable June 10, 1959, to shareholders of record May 15, 1959 






















coast. The new subsidiary is 
small, but it gives Lockheed the 
facilities and know-how to bid 
against General Dynamics and 
others for advanced submarine 
contracts. Thus, the company, 
which has already successfully 
invaded the electronics field, is 
opening up a major new area 
of earning power. 

Last year, thanks to missile 
and electronics business, Lock- 
heed’s sales climbed to $962 mil- 
lion from $868 the year before. 
Significantly, over 30 percent of 
revenues stemmed from _ these 
new fields. Moreover, the trend 
will become even more _ pro- 
nounced in the future, since only 
43 percent of the company’s $1 
billion-plus backlog is for con- 
ventional aircraft. Earnings 
climbed to $2.94 last year, the 
highest since 1954. By year end 
they could attain a new peak. 

McDonnell Aircraft, a major de- 
signer and manufacturer of 
1aval aircraft has also begun 
branching out. Two years ago, 
the company got a start in the 
missile program by building one 
of the few facilities in the country 
capable of testing metals and 
components at temperatures com- 
parable to those attainable in 
space flights. As a result of its 
pioneer work in the field, the 
company was recently named pri- 
mary contractor for “Project 
Mercury”, the program that will 
place our first man in _ orbit 
around the earth. Profits from 
this project may be limited for 
some time, but it appears that 
McDonnell will become an estab- 
lished leader in the vast new 
field of human space exploration. 

On a more mundane level, how- 
ever, McDonnell is also reaping 
good profits from its existing pro- 
grams. Several fighter contracts, 
including the famous ‘Voodoo” 
are on their way out, but produc- 
tion of the F4H navy fighter is 
moving into high gear. In addi- 
tion, the company is an impor- 
tant member of the Talos missile 
team headed by Bendix Aviation, 
and the prime contractor on the 
Green Quill decoy missile. 

Sales this year should match 
1958’s $442 million, but with a 
more profitable profit mix and 
fewer write-offs, earnings could 
climb well above $7.25 per share. 

The rapidly changing defense 
picture has obviously reshuffled 
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the relative positions of many of 
the companies in the aircraft in- 
dustry. While Martin, McDon- 
nell, North American and Gen- 
eral Dynamics can look ahead to 
higher sales, the well established 
Douglas will suffer a sharp set- 
back this year. 


Though active in several mis- 
sile programs including the Thor, 
Honest John and Nike, Douglas’ 
principal revenues still derive 
from aircraft, and these pro- 
grams will slide in the year 
ahead. Full scale deliveries of its 
new jets airliners will not begin 
until the third quarter of the 
year, too late to take up the slack 
from a declining military pro- 
gram. Sales in the first quarter 
fell to $227 million from $312 
million in the same period a year 
ago, and it is unlikély that full 


year revenues will reach $900 
million compared with $1,200 
million in 1958. With heavy 


write-offs still ahead, moreover, 
the $1.10 per share deficit in the 
first quarter should keynote the 
year. Douglas may have its first 
unprofitable year in many many 
years. 


3y 1960, the company’s out- 
look will begin to brighten, how- 
ever, indicating that the current 
$2.00 dividend may probably be 
maintained. 


Summary 


The lesson from Douglas’ ex- 
perience is obvious to all sound in- 
vestors, however. In the space age 
there is no sure road to profits. 
A commanding position in one 
field affords no guarantees, since 
the nature of the new technology 
makes research and development 
a wide open field for companies 
in many different industries. 
Thus, although overall expendi- 
tures for aircraft, missiles and 
electronics will undoubtedly re- 
main high, a larger and larger 
number of outside companies will 
be seeking a piece of the pie. 
Grumman, Republic Aviation and 
Fairchild Engine have already 
been displaced in importance by 
electronics companies. The wary 
investor will watch closely for 
other potential casualties lest he 
be caught with his proverbial 
pants down, while his eyes are 
scanning the outer reaches of 
space. END 





Airlines 
Destination: Profits 
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high of around $2.85. Americar 
was forced to add to its capita) 
structure to finance the new 
planes, and it is estimated that 
the new issue of convertible de- 
bentures poses a potential dilu- 
tion of around 14% on the pres- 
ent stock, on top of a potential 
6% dilution from the presently 
outstanding preferred. At a cur- 
rent price near 30, the common 
is selling at about 10.5 times esti- 
mated 1959 earnings and appears 
rather fully valued at this time. 
The $1.00 dividend provides a 
modest 3.3% yield. 

Braniff Airways is in the envi- 
able position of being able to 
finance its new equipment from 
previously aranged loans plus a 
healthy amount of working capi- 
tal. Revenues are currently run- 
ning about 18% ahead of 1958, 
with first quarter earnings of 32¢ 
per share estimated versus 14¢ 
last year in the same period. Full 
year results are estimated at near 
the $1.20 level. This aggressive 
line has expanded its volume 
nearly 50% in the last three 
years, and while there is increas- 
ing competition on its Latin- 
American runs, the projected 
25% increase in 1959 _ profits 
seems attainable. Load factors 
are up 5% above comparable 
1958 levels. At a current price 
of around 15, which is about 11 
times projected 1959 earnings, 
the stock does not appear under- 
valued although it is felt to have 
a growth potential somewhat 
above average. The current 60¢ 
dividend will probably remain 
unchanged due to the need to pre- 
serve cash. The present yield is 
4.0%. 

The first quarter for Capital 
Airlines has not been good since 
1952, and although the company 
lost less money in the period this 
year than last, when a deficit of 
$1.61 was reported, a $1.03 loss 
showed up when results were 
tallied. The period saw revenues 
up some 13% from last year, 
however, and 1959 operations are 
expected to show a fair profit. 
The company is not in very good 
financial shape, and is presently 
negotiating for a moratorium on 
its Viscount payments; coupled 
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with this is the need for equity 
financing to provide cash to pay 
for the new jet planes to be de- 
livered in 1960. Assuming that 
American Airlines does not make 
wider inroads in Capital’s traffic, 
the stock at around 10 seems to 
have speculative appeal assum- 
ng that the financial troubles can 
e ironed out. There is very little 
ikelihood that shareholders will 
‘eceive dividends for some time. 
f a steel strike develops, second 
juarter earnings could be some- 
what less than expected. 

With Delta Airlines‘ chief com- 
petitor, Eastern, hit by a strike 
in the March quarter, earnings 
for the period were up to 66¢ 
versus 4¢ in the 1958 quarter. 
The company is on a June fiscal 
year basis; with $2.89 already 
earned for the first three quar- 
ters, fiscal 1959 results of around 
$3.50 seem possible. Last year 
was one of the worst in Delta’s 
history; 1959 could be one of its 
best. A recently negotiated loan 
of $60 million obviates the need 
for equity financing at present. 
With business improved, a divi- 
dend is again being paid. Despite 
the fact that the stock has had a 
good runup within recent months, 
at a current price around 33 we 
would be inclined to stick with 
it. The present price/earnings 
ratio does not seem excessive, ap- 
proximately 10.5 to 1, and there 
is a solid book value of some $32 
behind each share. 

Despite the fact that Eastern 
Air Lines had a reported profit of 
$2.34 last year, 26% off 1957 
levels, in actuality the company 
operated at a deficit, hiding be- 
hind revised accounting proce- 
dures in connection with equip- 
ment amortization. At present, 
however, things look brighter 
and in the first quarter results 
of 69¢ per share were posted. For 
the full year earnings are expect- 
ed to show a good increase over 
1958. To pay for its new jets, the 
line has negotiated the sale of 
some $25 million in convertible 
notes; these notes may be con- 
verted at a price of $41, and the 
shareholder must be aware that 
the issues poses a potential 21% 
dilution. Nevertheless, the com- 
pany’s debt ratio is reasonably 
modest. At a recent price of 
around 40 the common stock is 
selling at around 9.1 times esti- 
mated earnings and carries a 
dividend which yields a very mod- 
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Electric energy sales and customers served by associated companies of the Ameri- 
can & Foreign Power Company System in 10 Latin American nations reached all- 
time highs during 1958, up 7°% and 6°% respectively. System generating capacity 
additions of 175,500 kw during 1958 were the largest for any year in the 35-year 
history of the System. 

As one of the largest investors of private capital in Latin America, the Company 
again in 1958 provided an example of the vital contributions which private enter- 
prise is making to the development of the area. In addition to the main task of 
providing an ample and efficient supply of power, Foreign Power System com- 
panies made a number of major contributions during 1958 to the economies of the 
countries served, including the following: 

$69,274,000 in salaries and empleyee benefits. 

$33,700,000 for fuel and supplies. 

$20,800,000 in taxes paid to national and local governments outside 
the United States. 

$30,763,000 put back into the service areas by American & Foreign 
Power Company. 

American & Foreign Power Company is convinced that good citizenship means 
good business in Latin America. It believes that its programs for expansion of 
electric facilities and development of its service areas not only will produce direct 
benefits for its security holders, but also will help to provide profitable investment 
opportunities for both domestic and foreign capital, thus contributing further to 
the strengthening of the social and economic well-being of the "good-partner” 











republics. 
HIGHLIGHTS FROM OUR 1958 ANNUAL REPORT 
1958 1957 

Corporate Net Income $12,553,000 $12,577,000 
Earnings Per Share $ 1.72 $ 1.72 
Common Dividends Per Share $ 1.00 $ 35 
Electric Energy Sales—MKWH 7,538,938 7,024,963 
Electric Customers 2,797,000 2,631,000 
Construction Expenditures $86,200,000 $88,200,000 
Installed Capacity—KW 1,516,000 1,344,000 
If you would like a copy of our 1958 Annual Report, write 
H. W. Balgooyen, Executive Vice President and Secretary of 
the Company. 











AMERICAN & FOREIGN POWER COMPANY INC. 





100 Church Street—New York 7, N. Y. 


Associated electric companies in the following countries: 
ARGENTINA - BRAZIL - CHILE - COLOMBIA 
COSTA RICA - CUBA+ ECUADOR - GUATEMALA: MEXICO - PANAMA « VENEZUELA. 
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FLORIDA ... MAGIC VACATIONLAND 
12 MONTHS 
THE YEAR 











DIVIDEND NOTICE 


FLORIDA POWER & LIGHT 
COMPANY 


A quarterly cash dividend of 22c per 
share has been declared on 13,200,000 
shares of Common Stock of the Company, 
which includes 6,600,000 shares now 
issued and outstanding plus 6,600,000 
shares to be issued on tose 1, 1959, as a 
result of a stockholder approved two-for- 
eae stock split. The dividend is payable on 
June 23, 1959, to stockholders of record 
at the close of business on May 21, 1959. 
The record date fixed for stockholders 
entitled to receive additional shares as a 
result of the stock split is May 21, 1959. 


FLORIDA... GROWING fete _ : - 
“BUSINESSLAND” WHERE venadent 


FACTORIES AND FAMILIES 





P.O. BOX 3100, MIAMI 1, FLA. 


RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 


DIVIDEND No. 41 


The Board of Directors has declared 
a Quarterly dividend of four cents per 
share on the outstanding common stock 
of this corporation payab'e June 15, 
1959 to stockholders of record at the 
close of business May 15, 1959. 

W. H. Meredith 
Treasurer 


May 4, 1959 





est 2.4%. The stock appears at- 
tractive, however, on the basis 
of the probability of higher earn- 
ings being generated by the jets, 
and among the various airline 
equities seems to offer relatively 
interesting potential. 

National Airlines is also on a 
June fiscal year basis. and with 
98¢ being earned in the March 
quarter for a nine month total of 
$1.42, full fiscal results near $2.20 
seem possible. National is the 
seventh largest domestic carrie? 
and the company has a stake in 
the heavily travelled and profit- 
able New York to Miami route. 
Moving in what seems to be the 
right direction, the line will cut 
some night-coach fares. which 
should help generate additional 
traffic. The stock is currently sell- 
ing at around 10.2 times esti- 
mated earnings, and at about 23 
does not seem overpriced despite 
the fact that shareholders receive 
stock dividends only. Of interest 
to note is that Pan American 
holds some 36% of National’s 
stock. and a merger in the future 
remains a_ possibilitv. Further- 
more, National is contending for 
the Southern transcontinental 
route which could add important 
mileage to its routes. 

Northwest Airlines is the small- 
est of the transcontinental car- 
riers but has an important stake 
in the routes linking the West 
Coast with the Pacific. Since 1951 
Northwest has suffered from an 
unbroken succession of miser- 
able first quarters; this March, 
however, the loss was much 
smaller than usual, amounting to 
a deficit of only 4¢ versus a 60¢ 
debit in the 1958 period. Volume 
picked up some 50% in the 
period. 1958, on balance, was an 
excellent year for the company 
and we feel that 1959 could like- 
wise be a record-breaker, with 








FINANCIAL 


CORPORATION 








149TK DIVIDEND 


A quarterly dividend at the 
increased rate of $0.65 per 
share in cash has been de- 
clared on the Common Stock 
of C. I. T. Frnanctat Cor- 
PORATION, payable July 1, 
1959, to stockholders of rec- 
ord at the close of business 
June 10, 1959. The transfer 
books wall not close. Checks 
will be mailed. 

C. Joun Kunn, 


May 4, 1959. Treasurer 
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earnings of $4.25 projected for 
the year. On this basis, the stock 
at 38 is selling at only 8.7 times 
estimated earnings, and there is 
a likelihood that the dividend will 
be increased. Stockholders should 
be aware, however, that the new 
convertible preferred poses a 
24% dilution. The line may bene- 
fit from an anticipated favorable 
decision involving competition 
with BOAC, and still have spec- 
ulative merit. 


Strictly speaking, Pan American 
is in a different class from the 
lines previously discussed. This 
large transportation enterprise 
operates on international routes 
only, and because it is flying jets 
on its transatlantic runs the com- 
pany has for at least the present 
a strong competitive advantage. 
1958 saw earnings off from year 
earlier levels, but with current 
volume up, results this vear could 
show a good improvement. The 
outlook for the next few vears 
is somewhat less certain how- 
ever. Soon PanAm’s competitors 
will also be flying jets and it 
would appear that the company’s 
share of the transocean revenues 
might diminish. Furthermore, 
the stock has climbed consider- 
ably in the past year and at a 
present price of around 20 is sell- 
ing at 16.2 times estimated 1959 
earnings. The dividend is small, 
and it would appear that at cur- 
rent levels the stock is overval- 
ued. For this reason, new com- 
mitments do not seem justified 
at this time. 

The nation’s fourth largest 
line, Trans World Airlines, was hit 
by an expensive strike in the 
fourth quarter of last year that 
dropped the company into the 
red by 26¢ for 1958. Current op- 
erations are somewhat more prof- 
itable though, with the first quar- 
ter deficit, a not unusual occur- 
ence, of 57¢ being more than a 
60% improvement over the 1958 
quarter loss. 1959 is shaping up 
well, however, and for the year 
earnings could near the $1.25 
level. The stock has had a fairly 
good move in the last year, in an- 
ticipation of these improved re- 
sults, and despite a_ brighter 
outlook for years ahead it con- 
tinues to be speculative. At a cur- 
rent price of 21 it is selling at 
17 times projected 1959 earnings 
and there appears little likelihood 
that a dividend will be paid in 
the near future. 
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Non-recurring factors entered 
into the record earnings that 
United Air Lines boasted last year, 
namely revised depreciation 
charges and strikes that hit the 
‘ompany’s competitors. No 
quity financing has been needed 
o pay for the new jets expected 
o be placed in operation by Fall, 
ind earnings for the year should 
‘ome close to matching 1958's 
33.88. The line serves heavily 
travelled routes, and it has a good 
record of revenue increases. De- 
spite the fact that the relatively 
modest dividend provides a small 
vield, the stock appears attrac- 
tive at around 38 which is only 
9.4 times estimated 1959 earn- 
ings. 

Western Airlines, operates pri- 
marily along routes in the west, 
and while operating revenues in 
1958 were off, indications are that 
earnings this year could nudge 
$3.60. Route mileage has been 
increased, and the company will 
have the benefit of turbo-jet air- 
craft before very long. The stock 
has not had as much of a runup 
as certain other equities, and is 
currently selling at 9.5 times 
projected 1959 earnings at a 
price of around 33. The stock ap- 
pears reasonably valued on this 
basis, although not dynamic. END 


Companies With Valuable 
Interests In Other Companies 





(Continued from page 262) 


Western may be used only to 
shore up the nearly marginal op- 
erations of the parent, while Mc- 
Intyre Porcupine could divert its 
large investment income entire- 
ly to exploration for new mineral 
reserves. In fact, unless a com- 
pany with outside holdings is 
purely an investment trust, it 
must be expected that its divi- 
dend income will be subject to 
any corporate requirements of 
its own. More succinctly, an in- 
direct interest is not the equiva- 
lent of direct ownership, but is 
necessarily accompanied by some 
inconveniences and a dilution of 
control. Carefully selected out- 
side holdings should, however, 
strengthen the parent corpora- 
tion, contribute diversification, 
and may provide the long-range 
investor with a means of acquir- 
ing good stocks at a discount. 
END 
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Is Gold Crisis For The United 
States Now Inevitable? 





(Continued from page 258) 


Also, the low level of cotton ex- 
ports in the first quarter of 1959 
represented a running down of 
foreign inventories in anticipa- 
tion of lower prices and better 
terms on the new crop; our cot- 
ton shipments abroad should rise 
substantially in the latter half of 
the year. On the other hand, re- 
ports have it that the Soviet 
Union is nearing completion of 
an oil pipeline to the Baltic, so 
our oil will be meeting increased 
competition in the future. 

In any case, no one can talk to 
American business men without 
hearing concern expressed about 
the loss of our positions in fore- 
ign markets. The men who sell 
to foreign buyers are shrewd 
businessmen and their uneasiness 
is not to be lightly disregarded. 
Their view is that it will take 
hard work and competitive prices 
to retain and recover markets 
for American wares. 

This loss of U. S. competitive 
positions abroad ought to be one 
of the considerations right in the 
middle of the bargaining table at 
the steel industry wage neaotia- 
tions. Foreian-made wire is not 
only competitive with U. S. wire 
in world markets; it is invadina 
the U. S. market where it can be 
sold cheaner than the domestic 
product. The steel workers, al- 
ready amona the highest paid in 
the U. S., will gain no advantaae 
if they raise wages but lose jobs 
to foreiqn labor. Management 
might also ponder whether the 
fat profit marains enjoued by the 
industry—which permitted prof- 
its at 50% of capacity last 
year—are not more than can be 
afforded in the face of lean and 
hunary foreign competition. 

Meanwhile, imports have tend- 
ed to crowd up and exhaust the 
shrinking export earnings. As 
Table II shows, the U. S. export 
surplus fell from $1.8 billion in 
1957’s first quarter to $900 mil- 
lion in the first quarter of 1958 
and only $300 million in 1959. 

Thus, we no longer have the 
trade surplus cushion we depend- 
ed on for so long to cover loans 
abroad, foreign investments, and 
government aid programs. But 
these outlays, plus U. S. military 
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D CARBON 
COMPANY 


CHARLESTON, 
WEST VIRGINIA 


DIVIDEND NOTICE 


A quarterly dividend of fifty 
(50¢) cents per share has been 
declared on the Common Stock 
of this Company, payable June 
10, 1959, to shareowners of re- 
cord of close of business on 
May 23, 1959 


C. H. McHENRY 


| Secretary 

















PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a second-quarter divi- 
dend of Seventy-five Cents (75¢ 
per share on the capital stock of 
this Corporation, payable June 
10, 1959 to stockholders of rec- 
ord May 22, 1959. 


M. W. URQUHART 


Treasurer 


May 7, 1959 














For A Revealing Study of the 
Public Utilities 


See our Issue of June 6, 1959 
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spending abroad, continue in un- 
diminished volume, supplying ad- 
ditional dollars which foreigners 
are at liberty to convert into gold 
if they wish. 


Cut Back Foreign Aid? 


Foreign nations are expected 
to obtain from the U. S. more 
than $2.3 billion net in 1959. As 
the full year section of Table II 
shows, this is even more than 
they received in 1958. The all- 
important question is what they 
do with these dollar earnings. If 
they decide to take another $2.3 
billion qgold, as they did in 1958, 
we shall be in for trouble. The 
gold drain cannot continue at this 
rate without setting up psycho- 
logical expectations of devalua- 
tion which will in turn serve to 
accelerate the gold outflow. 

If foreigners insist on taking 
gold for their dollar receipts, the 
only way to protect our gold re- 
serve and still maintain the 
standing of the dollar in world 
currency markets mau be to cut 
sharply back on U. S. Govern- 
ment military and aid outlays 
abroad. As Table II indicates. 
total U. S. Government disburse- 
ments abroad—military outlays. 
economic aid and loans and 
grants—have been running a- 
round $6 billion a year in each 
of the past three years. Halving 
this total would put our balance 
of payments back on a self-sus- 
taining basis. 

But this would be drastic medi- 
cine. risking dislocation of es- 
tablished trade relationships as 
well as threatening the system 
of mutual defense we have built 
up. From the point of view of 
both the United States and the 
rest of the world, the better solu- 
tion is for foreign nations to be 
willing to hold the greater pro- 
portion of their reserves in dol- 
lars, reduce barriers to American 
exports and rely more heavily on 
London, Frankfurt and Zurich 
rather than New York for capi- 
tal borrowings. 

Meanwhile, the U. S. will have 
an obligation to hold down costs 
and prices to keep its goods com- 
petitive in world markets and to 
curtail Federal Government ex- 
penditures, to dissipate foreign 
fears that we are embarked on 
a course of fiscal irresponsibility. 
There is no limit to the improve- 
ment in living standards we can 
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have if we get our financial house 
in order and make our inter- 
national currency arangements 
work. If the gold drain serves to 
alert us to these necessities, it 
will be worth the concern it is 
causing. END 





Good Cheer For The 
Distillers In 1959? 





(Continued from page 285) 


for it was this firm that led the 
fight which culminated in the 
victorious changes in the inequit- 
able bonding law. The company 
is believed to be the largest do- 
mestic distiller, accounting for 
over 20° of the industry total. 
Schenley manufactures and mar- 
kets a very wide line of products 
under more than a_ hundred 
brand names. The company has 
a very large inventory of aged 
whiskey which should add im- 
portantly to sales volume espe- 
cially considering the trend to- 
wards the _ premium liquors 
which are now taking some 50% 
of domestically-produced _ sales. 
In short, Schenley, as one of the 
3ig-Four has an excellent trade 
position and is a strong contend- 
er for 1959 honors within the 
industry. 

The outlook for the company 
is favorable, and all signs point 
towards a continuation of the im- 
proved earnings trend which has 
been exhibited since 1954. In 
1958 per share results of $2.63 
(based on the presently outstand- 
ing stock) were tallied. This fis- 
cal year, which ends in August, 
should see earnings near the 
$3.00 level or possibly a shade 
better. Sales could improve from 
$497.5 million last year to per- 
haps the $515 million area in 
1959. At a current price of 36 the 
stock is selling at only 12 times 
projected results. The $1.00 divi- 
dend provides a yield of less than 
3.0%, but there is some possibil- 
ity of an increase in the payout. 
With a period of greater prosper- 
ity ahead, Schenley§ appears 
somewhat undervalued at this 
time and the stock is felt to have 
attraction. 

Hiram Walker is the leading 
Canadian distiller with important 
facilities in this country as well. 
The company has a good line 


Club, 
Ballantine’s and Old Smuggler, 


which includes Canadian 
Imperial, Corby’s, and Seven 
Star. Although the company has 
not diversified, its past record is 
good considering most of the rest 
of the group. In fiscal 1958, end- 
ed August 3lst, earnings per 
share were $2.54, lower on bal- 
ance from the preceding year 
due to generally poorer conditions. 

Indications are that for this fis- 
cal year earnings may hit $2.70 
per share, a level not attained in 
some time. At a current price of 
35, the stock is selling at 12.9 
these estimated results which 
does not appear out of line. The 
$1.40 dividend provides a rela- 
tively satisfactory yield close to 
4%. Although the stock does not 


appear to be undervalued, we 
would be inclined to maintain 
present commitments confining 


new purchases to previously men- 
tioned issues, with perhaps a 
switch from Walker into Schen- 
ley being advisable. END 





Outlook For International Oils 





(Continued from page 265) 


issue at stake in the struggle 
over profit participation in inte- 
grated operations. And the rea- 
son why the international com- 
panies are so strongly opposed to 
letting producing countries share 
in the proceeds from these opera- 
tions is not so much the amount 
involved as their understandable 
reluctance to widen the produc- 
ing countries’ control over the 
world oil industry. 


New Refineries Stymied 


The same reason lies behind 
their unwillingness to build ad- 
ditional refineries in the Middle 
East. The postwar trend to build 
refineries in the consuming cen- 
ters rather than in the producing 
centers is founded upon _ the 
sound strategic principle of 
spreading the risks. The Arab 
world exerts already a tremen- 
dous influence on the world oil 
business by virtue of the fact 
that its subsoil contains the bulk 
of the world’s known oil re- 
serves. If it should also contain 
a large part of the world’s re- 
fining capacity, its control would 
be almost absolute. 
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All-Arab Pipeline Project 


The request for an all-Arab 
pipeline network is currently 
under study and it is quite pos- 
sible that something will come of 
this idea. This was indicated in 
a recent speech by Mr. Howard 
\W. Page, a Jersey director. The 
proposal, as stated at Cairo, is 
veant to cover only additional 
ipeline needs and, thus, will not 
ompete with the existing Middle 
last pipelines nor with the Suez 
‘anal. How soon the project will 
iaterialize and how big it will 
e depends mainly on such eco- 
nomic factors as the future oil 
eeds of the Eastern hemisphere 
nd the future supply from pro- 


lucing centers, other than the 
Middle East, particularly the 
sahara and Libya which five 


ears hence may be the Middle 
Zast’s major competitors in sup- 
lying Western Europe. 


The Objective of Cairo Conference 


The Cairo Congress has given 
the Arab oil countries a forum 
for voicing their grievances. But 
it may also have provided a 
means for more favorable con- 
sideration of them on the part of 
the oil companies. For most Arab 
delegates were agreed on one 
thing: they must represent a 
solid front if they are going to 
be successful in their dealings 
with the big international oil 
companies. The Arab Oil Con- 
gress was their first real attempt 
at consolidating their views and 
speaking with a single voice. It 
was by no means a complete suc- 
cess. But it is planned to hold 
similar congresses every year 
from now on. If out of these 
meetings a united Arab oil policy 
should emerge, the oil companies 
would have little choice but to 
heed it—provided it remains 
within the bounds of reasonable- 


ness. 
What About Iraq? 


Now let us take a look at the 
one major Arab country which 
so conspicuously abstained from 
the Cairo meeting—Iraq. At the 
moment Iraq is somewhat like a 
diver who has still one foot on 
the diving board. It has not yet 
taken the final plunge into Com- 
munism, but it is precariously 
close to it and every day it is get- 
ting still closer. It is said—and 
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probably correctly — that Prime 
Minister Kassim himself is not a 
Communist. But the Soviet world 
empire is full of satellites whose 
last pre-communist leader only 
wanted to “collaborate” with the 
Soviet Union without giving up 
his independence. If and when 
Iraq does go completely Com- 
munist it will be known by one 
simple indication: the execution 
of Col. Aref and of the con- 
demned monarchist leaders. All 
of these were sentenced to death 
several months ago and the Com- 
munists are loudly clammering 
for their immediate execution. So 
far, Kassim has managed to 
stave it off for the sole reason 
that Col. Aref is considered a 
national hero in most of the Arab 
world, while the monarchist min- 
isters have many good friends in 
the West. To kill them would 
therefore stir up strong anti- 
Iraqi feelings not only in Cairo 
but also in London and Washing- 
ton. If and when the Iraqi gov- 
ernment is willing, or forced, to 
risk such further antagonism 
abroad, the condemned men will 
die and Iraq will have crossed the 
threshold to Moscow. 


lraq—the Oil Giants—and Russia 


How would this affect the 
world oil industry— Iraq is one 
of the Middle East’s big four. Its 
current production of more than 
800,000 barrels daily accounts 
for some twenty per cent of the 
Middle East’s total output. How- 
ever, lraq’s reserves are large 
enough to produce at twice this 
rate. At present, the government 
in Iraq is extremely careful not 
to become involved in any dis- 
pute with the Iraq Petroleum 
Company which is British- 
French-U. S. owned (the 24 per 
cent U. S. share being held joint- 
ly by Jersey and Socony Mobil). 
This is in marked contrast to its 
treatment of other Western busi- 
ness firms in Iraq. For example, 
it has cancelled the contract of 
Ebasco Services, Inc. of New 
York which was one of the Iraqi 
Development Board’s consulting 
engineers. It has alse ended the 
services of the Ralph M. Parsons 
Co. of Los Angeles and several 
British concerns. In all cases, the 
cancelled contracts will be picked 
up by Soviet concerns, since 
under a recent $140-million loan 
agreement with the USSR, the 
Soviet Union received specific 









rights to help draft the country’s 
future development plans. 

In the oil industry, too, the 
Soviets wil soon be a factor in 
Iraq. For the areas which the 
I.P.C. has recently returned to 
Iraq, at Kassim’s specific request, 
will soon be developed by Soviet 
oil technicians. This will give the 
Russians their first foothold in 
the Middle East’s oil. Yet, this 
does not mean that the Western- 
owned company is about to be 
nationalized or turned over to the 
Russians. 


The Oil Revenue Dilemma 


Iraq is fully aware of the large 
and growing world crude oil sur- 
plus which today could make up 
for the loss of Iraq’s oil produc- 
tion without the slightest diffi- 
culty. The Iraqis also know that 
at the moment they could not find 
another outlet for their oil except 
in the West and that the West 
would not buy from them if they 
nationalized their oil industry. 
Thus, their chief source of in- 
come—$225 million last year— 
plus the employment of several 
thousand people would stop if 
they took any drastic action 
against I.P.C. 

Of course, this does not mean 
that the Western owners of I.P.C. 
have nothing to worry about if 
Iraq goes communist. In the first 
place, economic considerations 
have very frequently been second 
to emotional considerations in 
the Middle East. To a Communist 
government a Western oil com- 
pany would be a continuous tar- 
get of abuse and accusations. In 
the longer run this would tend 
to make its operations so difficult 
that it would probably be forced 
out, just as the foreign oil com- 
panies were forced out of Ru- 
mania and Hungary within a 
couple of years after the Com- 
munists had taken over in these 
countries. 


New Outlets Via Persian Gulf 
Pipeline 


What would Iraq do with its 
oil in that case? For one thing it 
may try to sell it in the West by 
means of dumping methods. It 
would probably not find too many 
customers. However, it weuld be 
able to sell some of its oil and 
undermine the stability of the 
world crude oil market. 

Another possibility mentioned 
is the sale of Iraqi oil by the 
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Soviet oil export trust. This or- 
ganization has established mar- 
ket outlets in a number of non- 
Communist countries and would 
probably be in a position to help 
market some Iraqi oil. 

Finally, rapidly growing trade 
relations are developing between 
Iraq and Communist China, a 
nation which is short of oil. At 
present, Iraq could not supply 
China even if it wanted to, since 
nearly all its oil is shipped by 
pipeline to the Mediterranean. 
Hewever, a major pipeline sys- 
tem to the Persian Gulf is now 
under construction. When it is 
completed, the supply of areas 
east of Suez will be much easier 
for Iraq than at present. 


Conclusion 


The present correct relations 
between the Iraq Petroleum Com- 
pany and the Iraqi government 
must therefore be taken for no 
more than what they are: a tem- 
porary holding operation. A com- 
munist-dominated Iraq can not 
permanently tolerate a situation 
where its major industry is in 
the hands of Western capitalists. 
Thus, the future of Iraq Petro- 
leum is a matter of world politics 
rather than industry negotia- 
tions. If Iraq oil is lost to the 
West, the immediate victim, eco- 
nomically speaking, would be 
Iraq and not the West. But by 
giving the Soviet Union a foot- 
hold in the very center of the 
Persian Gulf oil fields, all Middle 
East oil would be less secure for 
the West. END 





Dynamic West Germany 





(Continued from page 271) 


the first three months of this year 
however, clearly point to better 
prospects for this industry. In- 
ventories also must be replenish- 
ed. One of the factors brightening 
the outlook has been the steel 
shipped to United States compa- 
nies who have been stockpiling to 
guard against a steel strike. 

One of the new problems whose 
impact must yet be assessed is 
the competition from French 
steel. The recent devaluation of 
the French franc has suddenly 
made French steel highly com- 
petitive. Hustling French sales- 
a are taking full advantage of 
this. 
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TEXTILES—Production drop- 
ped about 6 per cent below 1957 
levels last year, mainly because 
of foreign competition from 
countries with cheaper labor 
costs. As a result, the industry 
has started a drive for govern- 
ment help. Some workers have 
been dismissed and others have 
been put on a shorter work week. 

The crisis in this industry 
bears some resemblance to that 
in the United States which is 
fighting cheap Japanese textile 
imports. 

The government appears to be 
willing to step in with emergency 
help but does not seem to be 
ready to embark on the large- 
scale assistance it has provided 
the coal industry. Low interest 
credits for the hardest hit fac- 
tories seem certain along with 
some government subsidies. The 
biggest help, however, is the 
prospect of negotiating agree- 
ments with foreign countries for 
voluntary restrictions on their 
textile exports to Germany. 

As a heavily industrialized na- 
tion with millions of relatively 
high paid skilled workmen. Ger- 
many is finding hotter competi- 
tion for overseas markets in the 
past year. Italian, French and 
Japanese salesmen particularly 
have been active in areas where 
the Germans found clear sailing 


in the past, especially in the 
less developed countries. 
Germany’s big assets, how- 


ever, remain the high quality of 
its production, plus its ability to 
deliver on time. In the past two 
vears, its labor force has swelled 
to almost 19 million wage and 
salary earners. In this time the 
output per worker-hour, using 
1950 as 100, has climbed from 
139 to 157. Workers generally 
average about 45 hours per week 
at a wage rate of 2.32 deutsche 
Mark an hour (about 50 cents.) 

Unemployment has fallen to 
about 650,000 according to the 
latest statistics. Most of these 
are unskilled, many of them re- 
fugees, and the labor market is 
considered “tight.” 


Services 


The over-all prosperity in the 
country is reflected in the as- 
tounding growth of the indus- 
tries dealing in personal services. 
With more money in his pocket, 
the German workmen is looking 
around for new ways to spend it. 





This has accounted for record 
increases in such industrial out-) 
lets as dry-cleaners, laundries, } 
hair dressers and tourism. Movie 
exhibitors, however, have report- 
ed a drop in business, probably 
due to the increasing popularity 
of television. 











—_—a 
Production of all electrical ap- | | 
pliances has soared. But none has! [{ S 
climbed like that of TV sets. Some | }} 
1,800,000 are expected to be 
turned out this year compared 
with 1,400,000 in 1957. In keep- A 
ing with the accent on foreigi 
trade, about 300,000 sets will b« Fo 
exported during the year. 
Foreign trade registered a re- ps 
esse . [ 
cord surplus of $1.4 billion in then 
1957—some $400,000,000 more Thre 
than the previous year. Total ex- varie 
ports soared to $8.8 billion, bet- ont 
tering 1957’s mark by 2.7 per Prog 
cent. This by German standards | 
was a modest increase but the | 
important point is that it was an Prog 
increase at the time when many | 
other nations saw their trade fall | || prog 
off. 
German imports, on the other | 
hand, dropped to $7.4 billion, 
nearly 2 per cent below the pre- — {| Proj 
vious year’s total. The big cut in } ber 
American coal imports was a || po. 
factor in this drop. Sup, 
Even with the reduction in Cha 
American coal imports, the final ae 
figures showed that the United p soe 
States again ranked as_ Ger- Tech 
many’s major foreign supplier. | date 
Imports of American’ goods ties 
amounted to $1,200,000,000 dur- Tele 
© ° ‘ wire 
ing a period when the Germans 


sold $579,000,000 in their own 
products on the American mar- 
ket. 

The trend during 1959 indi- 
cates that there will be more 
German finished industrial pro- 
ducts sold overseas than raw 
materials. This trend showed up 
last year for the first time and it 
is expected to move even more in 
that direction. 

An increasingly noticeable pat- 
tern of more exports to less 
developed countries is also evi- 
dent in the first few months of 
1959. This probably will be ac- 
companied by a slight decrease 
in such exports to the more in- 
dustrialized nations. 





But when the final statistics Compl 
for the year are totaled, the re- prone 
cord seems certain to add up to your | 
another banner year for Ger- scriptii 
man industry and trade END deduct 
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your check is received. Sub- 
scriptions to The Forecast are 
deductible for tax purposes. 
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SOUND PROGRAM 


FOR 1959-60 


A FULLY ROUNDED SERVICE 


For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . .more devoted ta your ‘aterests 
than The Forecast. It will bring you weekly: 
Three Investment Programs to meet your 
various aims . . . with definite advices of what 
and when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lower- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action to 
Take . .. Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
. - » 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they govern the outlook for busi- 


ness and individual industries. 
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Profit Available 
On 21 Forecast Stoeks 


»' ™ audit of our open position at the end of April shows 
81014 points gain — 4414 points loss — on 21 stocks held. 
These substantial profits have been spurred by stock-splits, 
new contracts, higher earnings, and increased dividends. 


—McDonnell Aircraft, recommended at 36, on February 
3, quickly hit a high of 4934 on news of huge contract 
awards — and its move to the Big Board. 


—Of 3 Forecast “buys” chosen last June, Beech Aircraft, 
which announced a new division to finance plane sales, 
has risen from 263%, to 38 ... Denver & Rio Grande 
Western has proposed a 3-for-1 split and sprinted from 
39%, to 59% ... while Southern Pacific rose from 45 to 
a new peak of 70 on increasing earnings. 


—International Tel. & Tel. recently reported a 19% in- 
erease in earnings, raised its dividend and split its shares 
2-for-1 so the present price is equal to 80 for the unsplit 
shares which we advised clients to buy at 18. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959-60 


By enrolling now you will receive the names of all our 
new and coming recommendations as we release buying 
advices. Once you buy them you will have the security of 
knowing that we will advise you from week to week in our 
bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 





SPECIAL OFFER—Includes one month extra FREE SERVICE — 








Mail Con on 
Today 


SPECIAL OFFER 


MONTHS’ 

SERVICE $75 

MONTHS’ 
| SERVICE $125 

Name 

Complete service will start at 
once but date as officially be- City 
ginning one month from the day State 





THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


I enclose (J $75 for 6 months’ subscription: [) $125 for a year’s subscription 


Air Mail: [1 $1.00 six months; 
one year in U. S. and Canada. 
Special Delivery: (1 
C) $15.60 one year. 


Address 


Your subscription shall not be assigned at 
any time without your consent. 











(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 

0) $2.00 (0 Telegraph me collect your Forecast rec- 
ommendations . . . When to buy and 

$7.80 six months: when to sell . . . when to expand or con- 

tract my position. 





List up to 12 of your securities for our 
initial analytical and advisory report. 
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First Quarter Reports 





(Continued from page 279) 


Olin Mathieson, after a disas- 
trously poor year in 1958 started 
the new year on the right foot. 
Late in 1958, the company de- 
cided to make the worst of a bad 
year and wrote off its investment 
in exotic fuels and a good part 
of its participation in the Ormet 
Co., a partially owned subsidiary 
in the aluminum field. 

With these extraordinary costs 
now largely in the past. Olin en- 
tered the new year with a clean 
slate. 

Sales rose smartly to $159.9 
million in the first quarter com- 
pared with only $127.6 million 
a year ago, and net income rose 
to 48¢ from 33¢ per share. As 
the year progresses, however, 
comparisons should improve, 
since some residues of the write- 
offs were still left in the first 
quarter. 


Summary 


Here and there is evidence of 
trouble, but in general, corpora- 
tions turned in superior perform- 
ances in the first quarter. Among 
the exceptions were the major 
can companies, such as Continen- 
tal and American Can. American 
managed to score a small earn- 
ings rise by instituting a new 
pricing method that caught the 
industry by surprise, but Con- 
tinental reported a drop in per 
share net to 49¢ from 60¢. In 
general, however, both companies 
are suffering from new competi- 
tion from within their industry 
and without. Of especial signifi- 
cance, is the fact that many 
former customer are now produc- 
ing their own can requirements. 

Otherwise, the signs of resur- 
gence abound in the land. For 
the future, however, the outlook 
will depend on more than just 
business astuteness. A recent poll 
of steelworkers by a leading in- 
dependent agency indicated that 
steelworkers are not necessarily 
in accord with their leaders de- 
mands for higher wages. Accord- 
ing to the poll, even the workers 
are fed up with the constant 
wage-price spiral. Under the cir- 
cumstances, the government may 
find it easier to stiffen its back 
and prevent some of the more 
odious results of a disastrous 
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strike. In addition, action to curb 
the abusive powers of a few 
privileged union bosses may 
again be placed on the agenda. 

We offer no panaceas, but we 
do know that business has done 
more than its share to put the 
country’s best foot forward. It 
is time for a real assist from the 
congress and other official agen- 
cies. END 





The Trend of Events 





(Continued from page 252) 


unfounded rumor that, like 
Italo-Suisse, a certain company 
was about to build a pipeline, the 
price soared into the stratos- 
phere. When a_ Luxembourg 
agency predicted that Motor- 
Columbus, a Swiss holding 
company, would “jump sensation- 
ally”, the price rose to dazzling 
heights merely on the prediction. 

And the same thing can be 
cited over and over again in a 
large number of their domestic 
issues—with American stocks al- 
so in sharp demand, but with 
Zurich prices higher and above 
the New York market. 

The situation is clearly out of 
hand, and, like all “bubbles”, 
when it bursts the price exacted 
will be enormous. In the mean- 
time, swindlers are having a field 
day. END 





For Profit And Income 





(Continued from page 287) 


Machine, New York Shipbuilding, 
Armco Steel, American Smelting, 
Bethlehem Steel, Carrier Corp., 
Food Fair Stores, Magma Copper, 
Sun Oil, and U. S. Steel. 


Textiles 


The recovery in the textile in- 
dustry has recently gained in 
vigor, in terms of mill orders and 
selling prices. The 1959 profits of 
most manufacturers will be the 
best in several years; and divi- 
dends, already raised in a couple 
of instances, should be at a ma- 
terially higher level by the year 
end. Stocks which do not yet look 
extreme on 1959 estimated earn- 
ings include American Enka a- 
round 33, American Viscose at 
49, Celanese at 32 and Lowen- 
stein around 17. 


Turn For Better 


Due to curbs on oil imports and 


prospective moderate-rate growth 
of the U. S. consuming market, 
domestic oil well drilling is now 
more active than in some time 
While not dynamic, the implica- 
tions are favorable for the oil-field 
supply companies. The two lead- 
ers specializing in this business 
are Dresser Industries and Hal- 
liburton Oil Well Cementing. Net 
of Dresser fell to $2.14 a share 
in the year ended last October 
31, from the prior year’s record 
$4.60. It might be around $2.80 
to $3.00 this year. At 3914, the 
stock is well down in its 1957- 
1959 range of 5734-33. Hallibur- 
ton had peak net of $5.00 a share 
in 1956. It was down to $3.38 in 
1958 and might be around $3.90- 
$4.10 this year. At 68, up from 
1959 low of 58 and 1958 low of 
491%, the stock apparently has 
made its turn but remains well 
under 1956 high of 92. It is ona 
$2.40 dividend, against $2.00 for 
Dresser. Both stocks are priced 
within reason and should work 
higher. 


Seasonal Rise 


You will soon be hearing the 
usual hoopla about the seasonal 
summer rise, as figured from the 
May closing levels of the indus- 
trial and rail averages to the July 
or August highs, whichever are 
higher. Actually, you can show a 
rise in more years than not from 
the close of any month to the 
high of the second or third follow- 
ing month. The bias is that way 
because, on average, bull markets 
last longer and go farther than 
bear markets. For what it is 
worth — and that is not a great 
deal — May has brought some 
gain in the industrial average in 
32 of 62 years since 1897, June 
in 33 years, July in 43 years, 
August in 40 years. END 





Answers to Inquiries 





(Continued from page 294) 


setz Lumber Co. In the same 9 
months period last year, earnings 
were $4,886,000 after estimated 
taxes of $2,885,000, equal after 
payment of preferred dividends, 
to $1.89 per share on the 2,389,- 
926 shares of common stock out- 
standing. 

The quarterly dividend was 
recently increased to 50 cents per 
share from 3714 cents and a year- 
end extra of 3714 cents was paid 
on April 10, 1959. END 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE 


(Important — To Investors With $100,000 or More!) 


Whos investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 
. . . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account. . . advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held unde: 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








= ull information on Investment Management Service is yours for the asking. Our rates are 
hased on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 
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FOR THE JET AGE 
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American-Marietta Lo-Hed pipe being installed 
at Offutt Air Base, Nebraska, jet headquarters 
for the U.S. Strategic Air Command. 


Another example of American -Maritetta’s 


PROGRESS IN CONCRETE 


A-M’s Lo-Hed reinforced concrete pipe fulfills special drainage 
requirements of jet airfields. Its elliptical shape permits a 
minimum depth of cover on minimum slopes. Lo-Hed pipe will not 
deflect even under tremendous loads . . . has a smooth, 
non-inflammable interior. 

In the ‘manufacture of such precast concrete products, chemicals, 
inks, resins, paints and other essential products, American-Marietta 
is supplying the expanding needs of a growing America. Through 
its 23 research and development laboratories, A-M is continuing 

to develop important new products and improve existing ones. 


AMERICAN-MARIETTA COMPANY nN 


101 BAST ONTARIO STREET, CHICAGO If, ILLINOIS 





Revelations in Progress Through Modern Research 


PAINTS * INKS * RESINS * CHEMICALS * HOUSEHOLD PRODUCTS + BUILDING MATERIALS * CEMENT 








